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TAX PLANNING 
for REAL ESTATE 


shows you how to 
achieve maximum 
TAY PLANNING savings on real es- 
| tate — set up trans- 
actions so taxes on 
profits never exceed 
25%! 
The many tax strate- 
gies available in the ownership, man- 
agement, construction, buying, and 
selling of real estate are pinpointed for 
you in Lasser’s valuable new book 
which covers the entire real estate pic- 
ture for the first time. 
Whether you own, operate in, or 
advise on real estate this wealth of 
ready-to-use-material will enable you 
to plug those holes where taxes drain 
away profit and income. Only $9.95. 
Send today for your on-approval copy. 
Reinhold Publishing Corp., Dept. M—882, 
430 Park Ave., New York 22, N. Y. 
Recerca] 


REAL ESTATE 











DISHONESTY 


Causes Lower Net Profits 





Employees cause most 
Inventory Losses— 

Let DALE show you How they 
can assist your clients to 
UNCOVER 
DISHONEST PERSONNEL 


in every phase of Industry. 


DALE SYSTEM, INC. 
1790 Broadway, N. Y. 19, N. Y. 
JUdson 6-1322 


6 Eastern Offices. 
Available in every state 





| AN ADIRONDACK VIEW 





The Tax Road Show made its anny 
tour this year. It traveled east, with on 
night stands (and P.M.’s, too) at Rocheste 
Syracuse, and Albany. 

Since the Mahomets would not come ; 
the mountains, we stole the family car, ly 
the winter tires put on, and left the mou 
tains and its snow storm. At Glens Fajj 
Arthur Freelove and two carloads gave 4 
a lift (and a lunch) into Albany--the birj 
place of New York laws. 

Bill Carson was a delightful emcee, Gy 
Morris, as usual, did his part with cony 
tence. Frank Budik was wonderful—he & 
sired to meet the illegitimate Adironda 
Chapter! Bill McNamara pulled a lot q 
corporation things out of the 1954 Code hy 
And Murray Rachlin fought a wonderfi 
duel with Monsieur Fraud Case. 

Herman Cohen, Herb Mandel and Jag 
Schlosser spoke at Rochester. Sorry ¥ 
couldn’t hear them, too. ' 

The 1955 Show was a good one—and ha 
a competent company. And, as 1955 close 
we sav: Well done, fellows! We than 
you. Carry on. 

Leonard Houcuton 
“Saranac Lake Brancl 
Adirondack Chapter.” 





an x 
1955 CHRISTMAS ¢ GREETINGS 1955 
Buy Christmas Seals 





NATIONAL ORGANIZATION OF APPRAISAL ENGINES 


PITTSBURGH 6 CHURCH STREET = ATIAN 
BOSTON CHICA 
PHILADELPHIA ST. 


APPRAISALS 
STANDARD APPRAISAL COMPANY 





NEW YORK, N. Y. 
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BLADES & MACAULAY 
INSURANCE ADVISERS 


& 


Complete Surveys of 
Corporate Insurance Affairs 
No Insurance Sold 


744 BROAD STREET NEWARK 2,N. 
Established 1926 
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FOR CLEAREST COPIES 


TRANSLUCENT TAX MATERIAL 


FEDERAL and State Translucent Tax originals—Columnar . 
work sheets of unique design—schedule forms. 


TAX forms available in four different styles. Folders— 
Collated sets—Single sheets—Flat sheets. 


FINEST Two Sided printing on original makes unsurpassed 
copy prints—Superior translucent paper. 


EXTRA! Up-to-the-minute information on _ the latest 
rulings. 


Call or write for information and our new booklet 
“1955 AUTHORIZED PROCEDURES” 


CUPRES> 


PUBLISHERS AND PRINTERS 


64 West 23rd Street, New York 10,N.Y. 





Cypress is happy to announce the most important contribu- 
tion to record-entry efficiency in the past 20 years. Now, 
available for the first time .. . Cypress NO-GLARE trans- 
lucent columnar work sheets printed on cool eye-soothing 
green tinted parchment paper that absorbs glaring bounce- 
back light rays. Reduces eye strain and fatigue by 87%. 
Samples available on request. 


All columnar rulings available on the new NO-GLARE 
translucent green or the popular white translucent. 


Authorized Translucent Federal and State Tax Forms 
Schedules e Work Sheets 
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COLUMBIA 


UNIVERSITY 


INSTITUTE OF 
ACCOUNTING 


Qualified men and women, graduates of 
high school or more advanced education, 
are eligible for this program of instruction 
affording a background of accounting, 
other phases of business and industry and 
preparation for CPA examinations. Day 
and evening courses, full and part time 
programs arranged. 


Registration Friday February 3 
through Tuesday, February 7, 10 
a. m. to 8 p. m., Saturday 9 a. m. 
to Noon. Low Memorial Library, 
116th Street between Broadway and 
Amsterdam Avenue, New York 27. 


COLUMBIA UNIVERSITY 

















APPRAISALS 


INDUSTRIAL PLANTS 
COMMERCIAL PROPERTIES 
SCHOOLS 
(BUILDINGS & CONTENTS) 


for 
insurance taxes 
mergers depreciation 
financing purchase or lease 
cost accounting condemnation 


estate settlement 


LOCKWOOD GREENE 


ENGINEERS, INC. 


NEW YORK 17, 41 EAST 42ND STREET 
BOSTON, MASS. © SPARTANBURG, S. C. 
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Corporation Accounts and Statements 


By William A. Paton and William 
Paton, Jr. THE MACMILLAN Compay 
New York, N. Y., 1955. Pages: x 
740; $6.75. 


Problems and Cases for Corporation 
Accounts and Statements 


By William A. Paton and William 
Paton, Jr. THe MaAcMILLAN Compay 
New York, N. Y., 1955. Pages: vii 
184; $3.30. 


In Corporation Accounts and Statemen 
Professor W. A. Paton of the Univers 
of Michigan, with the assistance of Py 
fessor W. A. Paton, Jr., has revised q 
expanded that part of his 1941 book 
Advanced Accounting which did not appq 
in Asset Accounting (Macmillan, 193) 
This new volume is announced as an ; 
vanced textbook which might have be 
named “Equity Accounting” because of 
subject matter and emphasis upon “problej 
having to do with the rights of comm 
stockholders, senior investors, and other j 
terested parties.” 

Corporation Accounts and Statements 
not, however, just an accounting textbod 
its scope is such that it must be classed 
an important reference work for prof 
sional accountants, corporation executiy 
public officials, and others whose  intere 
or responsibilities carry them into the ard 
covered. For university courses a separ 
volume of 350 problems and cases nicd 
supplements the discussion in the bo 
Comprehensive surveys of the follow 
general fields of financial accounting are 
cluded: 


Paid-in capital and capital transactions 
Dividends and earned capital 
Long-term obligations 

Income determination 

Form and content of financial statemen{ 
Ratio analysis 

Uniform-doliar reporting 
Consolidated statements 


Many topics which have grown in signi 
cance since the publication in 1943 of t 
latest edition of the Accountants’ Handbo 
are fully developed. 

The same qualities which have dist 
guished earlier works by Professor Pat 
are in evidence in Corporation Accowt 
and Statements. Not the least of these 4 
the clarity of exposition, the penetrat! 
analysis of the corporate facts of life, a 


(Continued on page 688) 
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1955 FEDERAL-STATE 
TAX RETURNS 


available as: 


® INDIVIDUAL PAGES 
* FOLDERS 

* COLLATED SETS 

° FLATS 





Miu 70 W.P2* on 


Look above and see how you can get 
Cleaner, sharper copies from your direct 
copying machine. 


The revolutionary new Transface translucent 
master form is printed both sides for 
maximum opacity of image and quality 
reproduction. That’s the big difference 
between Transface originals and ordinary 
master sheets. 


See for yourself what a difference it makes 
in your results. Try Transface, the best 
original on the market. 


Phone or write us and we'll be glad to send 
you samples to try on your own machine. 
No obligation of course. 


%€ White Printing—Ozalid, Bruning 


and other direct copying machines 


translucent ANALYSIS PADS 
with reproducible and non-reproducible rules 


CUSTOM DESIGNED FORMS 
for every office use 
FEDERAL and STATE TAX FORMS 


FACE 


TRANSFACE PROCESS COMPANY 
333 Hudson St., New York 13, WAtkins 4-5985 


Transface Pacific 
48 2nd St., San Francisco 5, Calif. 


dealers throughout the United States 
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ACCOUNTS : 
RECEIVABLE 
LOANS 


A unique Service for those of 

your clients who can profitably 

use additional Working Capital 
in their business 


Ornitieran 
LOWEST RATES - 
* NON-NOTIFICATION 


orien 


Service Factors Company 


450 7th Avenue M. Jolles 
New York City La 4-7661-2 


serving your clients over 20 years 














Prepare for Automation 


Learn To Apply 
Electronic Computers 
in Business 


The Age of Electronics is here! Electronic 
Computers are processing more and more ac- 
counting functions every day. New auditing 
technics must be developed. Are you _pre- 
pared to gain from the opportunities offered 
by this new tool? 


BUSINESS ELECTRONICS can prepare you. 
Send today for information describing the 
ONLY correspondence course on “Program- 
ming For Business Computers”. No obligation. 
BE’s workshop method gives you practical 
experience in programming business, <ob- 
lems such as Payrolls, Accounts Receivable, 
Inventory Control, etc. Don’t delay. Write 
TODAY. 


BUSINESS ELECTRONICS, INC. 
Programming Section 
Box 3330 Rincon Annex, 


San Francisco, California 
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(Continued from page 686) 


the occasional strong preference for a mo 
logical manner of accounting over a | 
logical but time-honored conventional y 
proach. Undoubtedly a major characteris 
of Professor Paton’s point of view is 

constant attention to the fact that vital q 
cisions of business and government are beiq 
influenced daily by personal interpretatig 
of financial statements, and that therefa 
the broadest use of accounting lies in { 
rendering of statements which most meg 
ingfully reflect the economic status a 
progress of business enterprises. Space lin 
tations will permit the mentioning of sped 
fic features of the volume on only the m 
selective basis. 

Capital-raising transactions of all kin 
are dealt with consistently in terms of ; 
appropriate starting point for paid-in capit 
Primary considerations here are the subs 
quent administration of resources and ti 
measurement of operating results, Th 
pooling-of-interests concept, for example, 
viewed at some length with a critical ey 





As is implied throughout this section of t 
book, there is no such thing as a disinte 
ested application of the so- called ‘ ‘princip 
of conservatism” in recording paid-in ca 
tal. The understatement of  contribut 
properties having a limited business |i 
automatically doctors up future earnin 
figures and permits larger future dividen 
than are properly distributable from incom 
while overstatement operates “consery 
tively” to reduce reported earnings for 
number of years and places an_ invisil) 
restriction upon dividends. Indeed, if it 
desired not to overstate earnings—partic 
larly in inflationary conditions under presen 
day accounting for the use of deprecial) 
properties — overstatement of om 
properties is the lesser of the two evils. 
very “conservative” initial valuation of _ 
tributed resources may be designed to he 
get a new or expanded enterprise off to 
flying start for the next decade or so. 





Capital-returning transactions are _ tho 
oughly covered.: Treasury stock is given 4 
unexpected amount of space because t 
authors undertake to show  conclusivel 
among other things, (1) that treasury stoc 
as evidence of eliminated corporate oblig 
tions, is never an asset; (2) that no gain ( 
loss arises from a company’s tri insactions 
its own shares. Proper interpretation of th 
difference between capital returned (pri 
paid) and the related book equity of shar 
or bonds reacquired is considered at seve 
points. It is observed, for instance, that t 
reacquisition of outstanding shares at 4 
amount per share which is noticeably belo 
the book equity per share will result in 
special credit which in some circumstanc¢ 
“may be regarded as reflecting an unreco 


(Continued on page 690) 
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MECHANICAL 


No doubt, some of your clients have the 
idea that today’s automatic techniques 
in accounting procedures are “‘too rich 
for their blood.” 

While electro-mechanical installa- 
tions may not be feasible, there is a 
practical and economical way to take 
advantage of today’s ‘‘push-button” 
techniques in order to reduce paper 
handling to a minimum and avoid costly 
and time-consuming manual operations. 

Through STATISTICAL, mechanical- 


BRAINS 
FOR HIRE 


...to help you 


serve clients 
better 





brain service is available to help you 
and your clients realize the many bene- 
fits of automatic operations. This serv- 
ice is quick, accurate and economical. 
It pays for itself through savings in 
time, work and money. And there is the 
added bonus of valuable facts and 
figures available that would be prohibi- 
tive in cost through manual methods. 
Our methods engineers are ready 
to help you provide this service to your 
clients. Just phone WHitehall 3-8383. 





STATISTICAL TABULATING COMPANY 
Established 1933 + Michael R. Notaro, President 
80 Broad Street, New York 4, New York * Phone WHitehall 3-8383 


Chicago « New York « St. Louis «e Newark « Cleveland 


TABULATING + CALCULATING + TYPING » TEMPORARY OFFICE PERSONNEL 
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Book Reviews ere 


(Continued from page 688) 


nized loss in total asset values rather thy 
an upward adjustment of the equity , 
junior shareholders.” This is, of course, 
interpretation mentioned previously by Pat 
and such other accountants as Warner } 
Hord and George O. May; however, { 
extended treatment in this new volume 
certainly a substantial contribution to { 
subject. 

The three chapters on “income deter 
nation” represent an outstanding summa 
zation of accounting theory on the maj 


















In, 
New Acco 


problems of recognizing revenues, expenses o- Wri 
gains and losses, taxes, special income af”” 
justments, etc. There are separate chapte 34% 
on the income statement, the position ad 
ment (balance sheet), the funds statemen§ a» pivider 


discussion and graphic reporting, and vario 
special statements. In addition, five cha 
ters are devoted to a full examination 0 
consolidated statements.. 

Regarding income reporting, for examplg 
the last part of the recommended incom 
statement is used to show net earnings fro 
a total-capital standpoint, earnings applicab) 
to common stock, dividends, and the resulj 
ing change in retained earnings for the year 
a reconciliation of retained earnings for th 
year is not included on this income stat 
ment. In lieu of accounting procedures j-—"— 
tended largely to stabilize the — reporte 
figures of net income from year to year, th 
authors suggest “a more complete recogni 
tion of the limitations of short-run state bs 
ments and further development and use 
relatively long-run cumulative and avera 
statements” of earnings. 

An easily understood chapter of more tha 
forty pages on uniform-dollar reporting 
one of the highspots of the book. As toi 
practical application, the authors point t 
comparative statements as “one of the areq 
in which a start should be made, withod 
further delay, in the application of conver 
sion procedure.” 





e |i 
WENDELL P. TRUMBULL that 


Associate Professor of Accounting 
New York University audi 


The Money Market and Its Institution not 
By Marcus Nadler, Sipa Heller a stud 
Samuel S. Shipman. THe Ronacp Pre : 
Company, New York, N. Y., 1955. Page Savi 
vii + 323; $6.00. 

Where is the money market? The a 
swer—nowhere, yet everywhere. Althoug 

the money market has no corporeal hom 

its efficient operation is the sine qua n0 

for a healthy national economy. 

What is the money market, and what af 

its constituent elements? It is not a 
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ere is Your Clients’ Rent Security? ar 


Do you know that unless Rent Security is held in Trust it Is 
immediately subject to return to the Tenant? 
(N.Y. Law Journal, 1/15/54, Sommers vs. Timely Toys, Inc.) 





Do you know that now all Rent Security Funds of one Owner or Agent may be 
held in a single NINTH FEDERAL TRUST ACCOUNT, with the interest of each of his 


in Tenants Insured to $10,000, by the Federal Savings & Loan Insurance Corporation? 










New Account 
, or Write. Do you know that a NINTH FEDERAL CORPORATION SAVINGS TRUST 
3 ACCOUNT provides immediate availability, safety, legal compliance, and good 
47/0 
owner-tenant relations? 
t Dividend 
/AND LOAN ASSOCIATION 
TIMES sum 1457 Broadway UNITED NATIONS PLAZA at E. 45th ‘St. 2 be BURNSIDE at WALTON ANE, 
Hours: 9 9 to 6 Hours: 9 to 3; Wednesday, 9 to 7° ~ Hours: 9 to 3; Mon. Ey 
Sy . oe  MASCONSIN 7.9120 ‘ WELLINGTON 2.3034 
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Gind the 
HIDDEN PROFITS 
in Your Clients Business! 


e Insurance has, in the last few years, become so complicated 
that many corporations are finding it advisable to have outside 
audits made of their insurance. Such an audit, made by a concern 
not trying to sell insurance, but rather offering a comprehensive 
study of your clients’ coverage, should result in substantial 
savings. 


HERBERT L. JAMISON & CO. 


Insurance Survey, Audit and Advisory Service 
270 MADISON AVENUE, NEW YORK 16 
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American Appraisals 
eliminate “Ghosts” in 
property accounts 


An American Appraisal original cost 
study and check of physical assets 
often reveal items of property dis- 
posed of, but not eliminated from 
property records — affecting costs, 
profits and taxes. 


The 
AMERICAN 


APPRAISAL 


Company 


leader in property valuation 
HOME OFFICE: MILWAUKEE 1, WIS. 





BUY CHRISTMAS SEALS 
HELP FIGHT TB 





ALEXANDER SERVICE 
AGENCY 


Specialists in Job Analysis 
For Accounting Personnel 


Alexander Pinter, Jr. 
Certified Public Accountant 


122 E. 42 ST., NEW YORK, N. Y. 
MUrray Hill 7-7815 
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(Continued from page 690) 


market at all, but several interdependey 
markets, which together constitute th 
largest and most important free market ; 
the world. Its function is to bring togethe 
those who have funds to lend and those wh 
wish to borrow. Its institutions include 4h 
Federal Reserve System, the United Stata 
Treasury Department, nearly 14,000 com 
mercial banks, our insurance  compani¢d 
(with asset holdings aggregating over | 
billion dollars); dealers in governme 
bonds, investment. bankers, security ey 
changes, brokers and dealers, finance com 
panies and factors, savings banks, invest 
ment companies, pension funds, trust 
foundations, and commercial paper dealer 
The collaboration of Professors Nadler 
Heller and Shipman of New York Univer 
sity and the Institute of Internation 
Finance has resulted in a lucid and thoroug! 
exposition of three subject areas. In the firs 
half of the book, a descriptive survey of tl 
composition and operation of money-marke 
institutions is made. Among the topic 
covered in some detail, and of  particula 
value, is an explanation of published bank 
ing and financial statistics, how they shoul 
be read and how they should be interpreted 
In another chapter the why and whereforg 
of commercial bank ability to “creat 
money” by granting loans and making dis 
pecs lens how that ability is controle 
by monetary (Federal Reserve) authoritie 
is explored. An extended discussion is als 
presented of the Federal Reserve and United 
States Treasury relationship with the monej 
market. 
In the second phase, building upon th 
knowledge provided in the first, the emphasi 
shifts from exposition to critical evaluatio 
particularly of the policy decisions made by 
Treasury and Federal Reserve officials i 
the years following World War 2. Tha 
analysis covers credit and debt managemen 
policies, and investigates the causes and reg. . 
sults of our subordination of Federal Reserve! in the 
policy (designed to limit credit and to contro applie: 
inflationary pressures) to Treasury  policylhough m 
(geared to facilitate low cost federal borgh the « 
rowing). practices, ar 
The last chapter and sector of “The ) keep al 
Money Market and Its Institutions” looks thin our 
to New York City. It surveys the historical read be 
development of New York as an_ inter Malf, so th 
national financial center, and its curren road 
status in the international flow of funds. fimomic er 
Although this book was designed primarily e full unc 
as a basic reference for members of thgaimess an 
banking and financial community and fo Por this 
students of banking and _fin< ance, an under-#5 Institut 
standing of its subject matter is so important acticing 
that it should be read by many who do not 
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a UNDERWOOD SUNDSTRAND ADDING MACHINE IS 


a The Complete Adding Unit 


trust 





a All Underwood Sundstrand Adding Ma- 
Tai ler chine Models handle forms as well as 
a ; ‘ 
wes paper tape. Enables you to write the rec- 
onal ord and do the addition at the same time: 
he firs @ Prepares duplicate monthly accounts receivable statements for 
of th ledgerless bookkeeping; balances pen and ink accounts re- 
marke ceivable records simultaneously. 
top @ Prepares duplicate bank deposit slips faster with more accuracy. 


rticula ‘ : 3 
| fan @ Prepares employee payroll earnings statements, in duplicate, 
shou! and computes net pay simultaneously. 

‘preted @ Does all the regular adding, subtracting, multiplying and 
f dividing you should expect from a complete adding machine. 
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6 Arent ~ y ~ ° 

creat Call your Underwood Office for a demonstration of the 

ig dis : : > : 

cael complete adding unit for your own requirements, 
One is 
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mone ONE PARK AVENUE, NEW YORK 16, N. Y. 
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eserv@gl in the above categories. In particular, - 

otros applies to accounting practitioners. Help Fight TB 


policythough most of us are so busily occupied 
1 borfh the day-to-day problems of clients, 
nctices, and families that it is hard enough 
“The keep abreast of current developments 
lookhin our own field, it is important that 
cae tead beyond the limits of accountancy 
df, so that we can maintain a continuing 


m™ broadening comprehension of our 


. 

momic environment, which is essential to Buy Christmas Seals 
marily full understanding of many problems of 
f thegimess and accounting policy. 

d forg for this reason “The Money Market and 
inder-#° Institutions” is highly recommended to 
ortanteecticing accountants. 
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Sot S. BUCHALTER 
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Directed by a C.P.A. 


The 
Accountants 


& Auditors 
Agency 


18 East 41st Street 
New York 17, N. Y. 
MUrray Hill 3-0290 


The 

Employment Agency 
Exclusively for 
Accounting 


Personnel 


Certified Public Accountants 
Senior Accountants 
Junior Accountants 
Supervising Seniors 
Cost Accountants 
Internal Auditors 
Payroll Auditors 
Accounting Clerks 
Tax Accountants 
Budget Directors 
Field Auditors 
Systems Men 
Controllers 
Treasurers 
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BUSINESS AND PERSONNEL 
OPPORTUNITIES 


Help Wanted: 20¢ a word, minimum $5, 

Situations Wanted: 10¢ a word, minimum 24 

Business Opportunities: 15¢a word, minimum $y 
Box number, if used, counts as three words, — 

Closing Date—I5th of month preceding date 
publication. 
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ciety m 
$$$ $ $$$ _____—__—__ ______Bi¢kgrouns 

ith matui 
BUSINESS OPPORTUNITIES ee or ac 
Box 936, | 





Mail and Telephone Service: Desk provide - 
for interviewing. $6.00 per month, Direc. FLUSH I} 
tory Listing. Modern Business Service flore—sub 
505 Fifth Avenue (42nd Street). shed, pe 








i ———~FKonals de: 
Attention Mr. Accountant = 
Save Time, Money and Energy! 
TAX RETURNS REPRODUCED _ 
Form Acceptable by Federal and_ State 
REPORTS TYPED Accurately and At 
tractively! Thoroughly checked. LILLIAN 
SAPADIN, 501 Fifth Avenue, MUrra 
Hill 2-5346. 
Computing Service 7 
Male Comptometer Operator, 10 years ex- S 
perience with CPAs. Rates reasonable §_—— 
references. George J. Callahan LO 4-8317 


Part-time, 
ix days m 
Estate EX] 
bce, avail 
few Yor! 





ES 





Light, large room available in  moderm,f{omptome 
midtown law and accounting suite. Switch-gperience 
board service. Some stenography can_ beffimes. Wi 
arranged. Box 921, New York C.P.A, jiA 8-888 








C.P.A., 37, 16 years diversified experience,fp 4. ag 
Seeks association or partnership with over-B 41 pha: 
burdened practitioner. Will invest. Box 92,8) institu 
New York C.P.A. spitals, 

I, Keking pz 
3, New 








Furnished office, services. Unusual desk 
space. Individual mail—telephone. Reason- 
able. Fifth Avenue Public — Service, 
370 Seventh Ave., Suite 224, next Penn, 
Sta. cor. 31 St. CH 4-3518. 













(PA. age 
arried, f 
-— - ierience ; 

C.P.A., Society member desires to engagefhars; se 
experienced junior on 50/50 time basis with fcounting 
another Society member. Box 930, Newflork C.P. 


York C.P.A. 2 
CP.A., N. Y.,, established $25,000. grosf'-’» 31 














. . ~~ . . or] e 
with desirable office space. Desires associa- _’ . 
tion with similar practitioner. Aim—sharing eehig 

Eee aes +? Mortners 
expenses, other economies in joint adminis- I 





tration of practices. Box 931, New York i 
C.P.A. _ 
Established C.P.A. firm, Society member,fPA, 1 


A.1.A. Will purchase accounting practice jhiits, tax 
or accounts. Cash available. Box 934 fhnsts. Se 














New York C.P.A. box 926, | 
Society member and attorney, own practice, ; ne 
; : eer z 
available 10 days monthly per diem. Desires g'man “At 

) years ( 


to rent space or associate with overburdened] 
practitioner. Box 935, New York C.P.A. F 
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“Kkonals desirable. 


‘Part-time, per 


kth mature practitioner; or will buy prac- 
e or accounts of retiring CPA, terms. 
x 936, New York C.P.A. 

_ 

FLUSHING, L. I.—sublease offices, one or 
ore—subway location—new, unique, fur- 
bshed, personalized modern decor—profes- 


FLushing 9-4100. 
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HELP WANTED 





diem, tax period, approx. 
ix days month, closing and tax work. Real 





Ftate experience preferred. State experi- 
ne, availability, compensation. Box 927, 
lw York C.P.A. 


SITUATIONS WANTED 


Work at Home 
(omptometrist—own machine. Diversified 
kperience with C.P.A., specializing inven- 
ries. Will pick up, deliver. Lillian Young, 
‘4 8-8884. 
(PA., age 40, 20 years public experience 
ball phases of accounting, with emphasis 
1 institutions, nonprofits, fund raising, 
Wspitals, investments, funds, real estate. 
Keking part-time or per diem work. Box 
3, New York C.P.A. 

(P.A., age 34, member A.I.A. and N.Y.S.S., 
harried, four years public accounting ex- 
wience; in own retail business for 10 
mars; seeks position in N ’. public 





keounting with future. Box 924, New 
fork C.P.A. 
(P.A., 31, 6 years public accounting ex- 


wtience, State Society member, desires 
sition with small accounting firm having 
atnership possibilities, prefer Westchester 








it willing to relocate. Box 925, New York 
(PA. 

(PA. 15 years diversified experience. 
adits, taxes, write-ups, costs, estates and 
lusts. Seeks per diem. Auto available. 
box 926, New York C.P.A. 

oman Attorney, divers'fied tax experience, 
years CPA firm; labor relations back- 
round; position desired with accounting 
«law firm, or in business organization. 
mx 928, New York C.P.A. 
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NEED HELP? 





Wm. Schnuer, BBA, MBA 


Licensee 


FIFTEEN YEARS 
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SERVICE 
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e COMPTROLLERS © BOOKKEEPERS 

© OFFICE MANAGERS Full Charge 
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e EXECUTIVES e CLERKS 


PROMPT SERVICE 
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220 W. 42nd St. © New York 36 
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| ACCOUNTANT railabl 
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° time wor 
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(Plus New York City Sales Tax—8¢) a 
} Att 
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| gold stamped ay ty 

RETUR] 
a is ud * Copyflex. 
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Available at the Office of the Society 18081. 
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Binding 
THE NEW YORK CERTIFIED ON 
PUBLIC ACCOUNTANT 


When the magazines constituting the volume are supplied by the 
subscriber the binding charge is $3.25, plus 10¢ New York City Sales FO! 
Tax. Each bound volume includes twelve issues. 


Bound in brown fabric with title, dates and volume number stamped 
in gold. 


Missing numbers will be supplied, if obtainable, at 50 cents each. 


Binding orders and the magazines to be bound should be mailed or 
delivered to 


THE NEW YORK STATE SOCIETY OF CERTIFIED 
PUBLIC ACCOUNTANTS 
677 Fifth Avenue . . . New York 22,N. Y. 
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SITUATIONS WANTED (continued) 





CP.A., 33, metropolitan area; 11 years 
jiversified experience; available per diem 
§to 10 days pet month. Box 929, New York 
C.P.A. 


Part-Time 

‘P.A., Society member, 15 years diversified 
public experience. Modest own _ practice, 
yailable for part-time arrangement or per 
fem work. Box 932, New York C.P.A. 
‘P.A., diversified experience, seeks part- 
ime work—write-ups, audits, statements and 
taxes. Box 933, New York C.P.A. 











Attention Nassau Accountants 

{ specialized service for you centrally 
xated in Hempstead. REPORTS ex- 
yrtly typed on I.B.M. typewriter. TAX 
RETURNS REPRODUCED on Bruning 
‘opyflex. Statistical Typing Service, 27 W. 
Columbia Street, Hempstead. IVanhoe 
3.8081. 
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/ TRADE MARK 


ACCOUNTING’S GREATEST 
IMPROVEMENT IN PAYROLL DEVICES 


SAVE OVER 50% 


of time and work 


WITH PAYROLLMAST| 








e The payroll summary sheet 
e Record of employee’s earnings 

e Employee’s weekly statement 

e Cash receipt or pay check 

e Pay envelope 

PAYROLLMASTER keeps records up-to-date—prevents 
ing errors—cuts working time in half. 
Automatically, it sets the Employees Record for 
and advances the Payroll Sheet to the fixed writing 
tion—giving perfect registration on all forms. 
Write or phone today for a demonstration—also, for info 
tion about the new PAYROLLMASTER one-uwrite systen: 
Accounts Payable and Accounts Receivable. 

PAYROLL TAX SERVICE INC. 

44. West 29th Street, New York 1, N. Y. 

MUrray Hill 4-3078 








(BRUNING ) 





nary translucent paper—in seconds, 





New Direct Copy Process Revolutionizes Tax Work! 





Compact desk-top Model 100 Copyfiex produces up to any Copyflex copy is just as acceptable as 
300 copies per hour. Clean, quiet, odorless. $4985° original for filing with the government. 


Copyflex 100 Reade Street, New York 13, N. ¥. 


Cues anything typed, written, printed, or drawn on 
ordi di: 


Eliminates Typing, Proofreading, a 
Transcription Errors—Chief Cause 
of Tax Season Bottlenecks 


Accountants from coast to coast report treme 
savings through use of Bruning Copyflex. With 
of its amazing advantages, the Copyflex process i 
simplicity itself. You start with a government 
approved translucent tax form, developed by leadi 
tax authorities and pioneered by Bruning. 
this form is filled in and checked, error-proof 
simile copies are made in seconds in a Copy’ 
machine, at a material cost of less than one 
each per standard form size. JUST ONE ORIG 
NAL WRITING DOES IT ALL! Accompanying 
schedules are reproduced with the same ease. 7 





For additional information, write, 
phone, or visit 


CHARLES BRUNING COMPANY, INC. 


Phone: BArclay 7-8300 
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The President’s Page 


THE WELL ROUNDED CPA 


SHOULD hasten to make it clear that 
I my title has no reference to the 
CPA who gives evidence of applica- 
tion beyond the call of duty to the 
principal activities associated with the 
festive season. It refers rather to his 
conduct on the other days of the year. 

We live in a highly developed and 
complex society. Its wide scope almost 
compels some degree of specialization. 
As individuals we may tend to special- 
ize in specific areas of practice. Our 
profession as a whole tends to spe- 
cialize in certain areas of the business 
economy. There is a danger—that, 
unless we strive consciously to prevent 
it, we may over-specialize in work. 
Our interest in it may tend to rob us 
of a proper degree of current associa- 


tion with the broader social and 
economic affairs of which it is but a 
part. 


The situation has received recogni- 
tion at the educational level. There 
seems to be a growing preference to 
seek beginners whose technical educa- 
tion has been superimposed on a thor- 
ough classical or liberal arts base. 

I believe that we should apply the 
same philosophy to the conduct of our 
personal lives and our professional 
practices. I think that in the long run 
we shall be, not only more successful 
practitioners, but also more effective 
contributors to the age in which we 


bP. 


are privileged to live, to the extent 
that we plan our lives and work with 
due regard for cultural and spiritual 
activities, as well as those of a pro- 
fessional and allied character. In this 
regard I have used the word “plan” 
advisedly. It requires both planning 
and determination to do what I sug- 
gest. The pressure of circumstances 
makes it all too easy to slip into accept- 
ance of a philosophy under which all 
business appointments are regarded as 
non-cancellable, but the promised visit 
to the art gallery is never on anything 
but a floating basis. I am not advocat- 
ing complete subordination of business 
to other pursuits; it is, after all, fre- 
quently the path through which we 
achieve ability to pursue them. I am 
merely suggesting that time be set aside 
systematically for them as well as for 
it. 

And now that I have presumed to 
enter into your plans for 1956, may I 
trespass further and use this page as 
my personal greeting card to all mem- 
bers of the Society. May the approach- 
ing festive season be a gay one for 
you and yours. May the New Year 
bring you not alone success, but also 
that degree of satisfaction that should 
normally flow from its intelligent and 
well balanced use. 


Harotp R. Carryn, 
President 
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Extension of 1951 Renegotiation Act 


By Don J. Suma, C.P.A. 


This paper contains a discussion of the Act extending renegotiation 


and a summary of the new 


HE Renegotiation Act of 1951 was 
Reieadsd this past summer by en- 
actment of HR 4904 so that it is now 
in effect through December 31, 1956. 
The extending statute also contained 
important amendments to the Act, and 
since renegotiation is of interest to all 
contractors doing government work, 
either as prime contractors or sub- 
contractors, a summary of the changes 
enacted this year is set forth below. 

The basic provisions of the Renego- 
tiation Act remain essentially un- 
changed from those in effect for the 
year 1954. Thus a contractor will not 
be “renegotiated” unless renegotiable 
sales for his fiscal year exceed 
$500,000 after applying exemptions 
($25,000 for brokers and agents), the 
same minimum which was in effect 
during 1954. Also continued in effect 
is the requirement on the part of a 
subcontractor that he determine by 
whatever means are available to him 
the extent to which subcontracts per- 





Don J. Summa, C.P.A., is a 
member of our Society and of the 
American Institute of Accountants. 
ile is now serving on our Federal 
Tax Committee and also on the 
Membership Committee of the In- 
stitute. 

Mr. Summa is associated with 
the firm of Arthur Young & Com- 
pany, Accountants and Auditors. 
He received a Bachelor of Arts de- 
gree from Columbia College and a 
Master of Science degree from the 
School ef Business at Columbia. 
He is presently a Lecturer in Ac- 
counting in the Graduate School of 
3usiness and the Institute of Ac- 
counting at Columbia. 
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exentptions included therein. 


formed by him are subject in whole 
or in part to renegotiation. It should 
also be noted that the “stock item” 
exemption, which under prior regula- 
tions excluded from renegotiation sales 
of a subcontractor to a purchaser buy- 
ing for normal stock requirements 
rather than to carry out a renegotiable 
contract, has now been extended by the 
Renegotiation Board beyond Decem- 
ber 31, 1954, the former expiration 
date, to December 31, 1956. In gen- 
eral, reporting requirements with re- 
spect to the Standard Form of Con- 
iractor’s Report remain the same, ex- 
cept that the filing date for fiscal years 
ending in 1955 was moved forward 
due to the late passage of the extend- 
ing statute. ‘or such fiscal years, the 
filing date is the later of November 1, 
1955 or the first day of the fifth month 
after the end of the fiscal year involved 
(the regular filing date). 


Changes in the Act 


Various changes have been made in 
the Renegotiation Act, the general ef- 
fect cf which, as described more fully 
below, is a slight lessening of the cov- 
erage of renegotiation as it may affect 
particular contractors. In any event, 
both for such contractors and for con- 
tractors not affected by the amending 
provisions, it would seem that the 
same careful consideration of the im- 
pact of renegotiation should be made 
currently as has been made in prior 
years, 


Standard Commercial Services 


One of the changes made this year 
is an extension of the “standard com- 
mercial article” exemption to cover, in 
addition, a “standard commercial serv- 
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should be noted that this 


ice.” It 
change is retroactive to January 1, 
1954, the date when the standard com- 
mercial article provision was first in 


A limitation applicable in the 
case of standard commercial articles 
also applies in the case of standard 
commercial services, namely, that the 
exemption may apply unless the Board 
makes a specific finding that com- 
petitive conditions affecting such ar- 
ticle or service are not such that they 
will prevent excessive profits. 


effect ° 


The new provision may be made 
effective only if a prime contractor or 
wibcontractor specifically requests its 
application in his particular case—an 
extension of the rule which continues 
in effect for standard commercial 
ticles. If no action is taken by the 
Board within six months after the 
ime the exemption is applied for, it 
is automatically granted. Since this 
sso, and because the Act specifically 
provides that the exemption may be 
waived in any fiscal year, it is impor- 
tant in each year that the profit rate 
arned on such articles or services be 
ompared carefully with that earned 
m other sales which are subject to 
renegotiation. Obviously, the exemp- 
tion should not be applied for, in tne 
normal case, if the profit rate on such 
tandard articles or services is 
than that earned on other renegotiable 
ales. The choice is binding for the 
yarticular fiscal year to which it re- 
ites, but a new choice is 
vith respect to each succeeding year, 
0 that the factors involved should be 
considered periodically. 

The definition for this purpose of 
ie term “service” is important since 
ere is included within that definition 
nly processing or other similar opera- 
ions performed by chemical, electrical, 
jhysical or mechanical methods di- 


less 








rectly on materials owned by another 
erson. The service must also cus- 
omarily be performed by more than 


@vo persons for general commercial 
we. The new exemption does not 


wply in the case of other services 
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available- 


Renegotiation Act 


rendered which are of an advisory or 
similar nature and which, as a result, 
remain subject to renegotiation to the 
same extent that they were renego- 
tiable in the past. 

Special filing dates are provided for 
claiming the exemption for standard 
commercial articles or services. Gen- 
erally speaking, if the exemption is 
applied for two months prior to the 
date when the regular renegotiation 
report is due for filing, then the final 
report need not be filed until 30 days 
after the exemption request has been 
acted upon by the Board. If this pro- 
vision is not availed of by the con- 
tractor, then the exemption request 
must be filed with the regular rene- 
gotiation report on the usual due date. 
Should a contractor wish specifically 
to waive either of these éxemptions, 
the waiver must be made for each fis- 
cal year by a statement to that effect 
filed with the regular renegotiation 
report. 


Exemption From Other Profit- 
Limitation Provisions 


Prior to enactment of this extension 
of the Renegotiation Act, it appeared 
that items exempted from renegotia- 
tion as set forth above might, as a 
result, become subject to the Vinson- 
Trammel Act, since a ruling of the 
Internal Revenue Service had been 
issued to that effect. However, by 
specific provision of the extending 
statute, this problem was eliminated, 
so that contractors affected may now 
safely adopt the exemption for stand- 
ard commercial articles and services 
without thereby making such income 
subject to the provisions of the Vin- 
son-Trammel Act. This rule also ap- 
plies to prevent such income from 
being subject to the recapture provi- 
sions of Section 505(b) of the Mer- 
chant Marine Act. This exemption is 
effective retroactive to January 1, 
1954. It should be noted that a similar 
exemption applies with respect to re- 
ceipts excluded from renegotiation as 
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the result of certain other provisions 
such as the $500,000 minimum re- 
ferred to above. 


Competitive Bid Construction 
Contracts 


The Renegotiation Act has also 
been amended to provide a mandatory 
exemption for any contract (or sub- 
contract) awarded after December 31, 
1954 as a result of competitive bidding 
if the contract provides for the con- 
struction of any building or similar 
facility, but not including, in any case, 
the furnishing or installing of ma- 
chinery or equipment. Specifically ex- 
cluded from this exemption are con- 
tracts for the construction of housing 
which are financed under the provi- 
sions of Title VIII of the National 
Housing Act, as well as contracts not 
awarded under the provisions for for- 
mal advertising of the Armed Serv- 
ices Procurement Act. 

Two things should be noted in con- 
nection with this exemption. First, 
although it exempts competitive bid 
contracts, it does so only within the 
area of contracts for construction, and 
only including such contracts which 
do not contain negotiated amendments 
exceeding one-third of the original 
contract price. Second, it is the only 
case where the application of, or the 
exemption from, renegotiation depends 
on the date on which the contract is 
awarded. Thus, receipts or accruals 
included in income after December 31, 
1954 under construction contracts 
entered into prior to that date remain 
subject to renegotiation, even though 
similar receipts under contracts en- 
tered into after that date are exempt. 


New Durable Productive 
Equipment Exemption 


Another provision of the amending 
statute extends the partial exemption 
already granted to subcontractors of 
new durable productive equipment thus 
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eliminating an inconsistency formerly 
in the Act. Previously, the partial 
exemption for new durable productive 
equipment applied only to such equip- 
ment sold under certain subcontracts 
(not including subcontracts for items 
to be incorporated in equipment sold 
to the government) but included all 
such sales under prime contracts. The 
Act as now amended extends the 
exemption to include as durable pro- 
ductive equipment any machinery, tools 
or other productive equipment having 
an average useful life of more than 
five years (the same test formerly 
applied), including such an item sold 
to a prime contractor who incorporates 
it as part of equipment which is 
eventually sold by the prime contractor 
to the government. The latter sale 
would itself be partially exempt under 
a prior amendment. 

This amendment has also been en- 
acted retroactively, in this case to June 
30, 1953, the effective date of the 
earlier amendment which provided the 
partial exemption for new durable 
productive equipment manufactured 
under prime contracts. 


Further Extension of Renegotiation 


The amending statute, unlike its 
predecessors, contains a further pro- 
vision directing the Joint Committee 
on Internal Revenue Taxation to make 
a thorough study of the need for the 
application of renegotiation. The pur- 
pose of this study, which is now in 
progress, is to determine whether re- 
negotiation should be extended beyond 
December 31, 1956. 

Since renegotiation will be effective 
at least for the years 1955 and 1956, 
it is important that all accountants who 
are in public practice and have among 
their clients companies which may 
possibly do any government work, 
either as prime contractors or sub- 
contractors, familiarize themselves not 
only with the new amendments set 
forth above but also with those prov 
sions of the Renegotiation Act which 

(Continued on page 706) 
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Write-ups and Their Place in Professional 
Public Accounting 
By Jack GOLDNER, C.P.A. 


It is the author's view that write-ups which are integrated with 
and made a part of a complete public accounting and tax service, 
and which do not infringe upon the accountant’s independence, 
are just as much a professional accounting service as any other. 
The Editor would be pleased to hear from others on this subject. 


HETHER or not the _ periodical 

writing-up of a client’s books, by 
a CPA or the members of his account- 
ing staff, constitutes public accounting 
service on a professional level has been 
for many years a highiy controversial 
question. Many accounting firms have 
not regarded write-up work as pro- 
fessional public accounting. On the 
other hand, to many other accountants, 
these views do not seem logical for the 
same reason that it would be wrong 
for lawyers to maintain that attorneys 
handling only small claims or title 
searches, and who do not engage in 
major litigation or trial work, do not 
perform professional legal services. 


Both the current published opinions 
and general understanding seem to in- 
dicate that the test lies mainly in the 
type of write-up work involved, the 
method used, and especially whether 
the write-up work is integrated with 
other public accounting services. I re- 
fer you specifically to the exchange of 
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correspondence published in the 
March, 1954, issue of The New York 
Certified Public Accountant, namely 
the letter addressed to the New York 
State Board of Certified Public Ac- 
countant Examiners by our Society’s 
Chairman of the Committee on Coop- 
eration with the State Education De- 
partment and the Board’s_ reply. 
These state in effect, that some write- 
up work involves more than book- 
keeping routine and constitutes a valu- 
able professional service to the public, 
as well as a basis for the preparation 
of tax returns; also, that in certain 
portions of the state, write-ups con- 
stitute a normal portion of the practice 
in those communities; and, where 
write-up work was not limited merely 
to routine bookkeeping, but was inte- 
grated with other public accounting 
services, it was recognized as a valu- 
able professional service. 

Furthermore, Mr. John L. Carey, 
Executive Director of the American 
Institute of Accountants, speaking for 
the national body in his article in the 
November, 1953, issue of the C. P. A., 
(membership bulletin of the A. I. A.), 
makes quite clear that write-up work 
may, in certain circumstances, be a 
truly professional service which would 
merit consideration and acceptance as 
such. Mr. Carey writes, 

“‘Write-up’ work may not in fact be 
any different from bookkeeping, but it 
suggests a slightly higher level of service, 
a more analytical approach, the prepara- 
tion of statements, their interpretation to 


management. It could be a truly profes- 
sional service if experience, judgment and 
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imagination are brought to bear on the 
business problems which lie behind the 
figures. 

“‘Monthly audit’? may again be a fancy 
name for bookkeeping—but it may be a 
real audit, backed by adequate working 
papers, leading to certified statements and 
a long-form report at year end. Interim 
audit work is common in large engage- 
ments today. If carried out in conformity 
with accepted standards, is there any rea- 
son why audit work shouldn’t be spread out 
on a monthly basis and combined with 
write-up of the books, if that suits the 
client ?” 


Write-ups and Independence 


Of course in engagements involv- 
ing write-ups, complete independence 
should be insisted upon and main- 
tained. The extent of the independ- 
ence, prescribed by the auditing stand- 
ards of our profession, should not be 
lessened just because the writing-up 
of the books of account is added to the 
usual professional service of the CPA 
practitioner. In most cases, I do not 
believe that the average client’s atti- 
tude, in respect of the CPA’s inde- 
pendence, would be any different 
whether the agreed professional service 
included the writing-up of the books 
of account or not. What difference 
would it make to your client whether 
you, while auditing his books, adjust 
the incorrect entries made by his book- 
keeper or whether you yourself, or 
your assistant, make proper entries, 
in the first place? It is my opinion that 
in most cases, the CPA would not’en- 
counter any opposition from the client, 
and would be permitted to exercise his 
own professional judgment. In any 
event, our independent status, being 
our most sacred possession, should be 
maintained in any and all public ac- 
counting engagements, including write- 
ups. 


Classification of Write-ups 


Monthly accounting service which 
includes the writing-up of the books 
of account may be divided into three 
broad classifications: (1) complete 


service requiring from 1-3 days per 
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month, with comparatively few but 
complicated transactions, each involv- 
ing the audit of original papers and 
documents, an analysis of each trans- 
action, good accounting knowledge and 
judgment, and very frequently a clear 
view of the resulting tax consequences; 
(2) write-ups of a more simple nature, 
but also requiring only from 1-3 days 
per month for the complete job; and 
(3) write-ups which include a larger 
volume of simple routine transactions, 
You will notice that in this paper | 
am not considering weekly services, 
where a junior or semi-senior services 
2 or 3 clients a day, to bring the cus- 
tomer’s ledger up to date or prepares 
the payrolls, because such service is 
clearly not professional public ac- 
counting. 

Even with respect to the third class- 
ification, I believe that all will agree 
that it would be to our advantage to 
find ways and means to reduce the 
time necessary for servicing these 
write-up clients. To accomplish this, 
one may use (a) various legitimate 
and safe short-cuts; or (b) with the 
cooperation of your clients, complete 
write-ups may be converted to partial 
write-ups; or (c) a combination of 
both (a) and (b). Should this be 
impracticable or should there be any 
additional growth in the volume of 
transactions, your clients should be 
advised to hire a bookkeeper. 


General Ledger Postings 
and Write-ups 


Where the bookkeepers write-up all 
the books of original entry, general 
ledger postings are not considered 
write-up work by many CPAs. The 
phrase “writing up of books of ac- 
count” refers, in their opinion, only to 
the writing-up of the books of original 
entry, which of course excludes the 
general ledger. Many companies, en- 
joying a substantial volume of business 
and with adequate office personnel, in- 
cluding several experienced  book- 
keepers, insist that their independent 
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public accountants, themselves take 
care of their general ledgers. These 
clients feel that public accountants are 
in a better position to post the various 
items to the proper accounts in the 
first instance, thereby eliminating the 
necessity of making subsequent addi- 
tional entries to correct erroneous 
postings made by bookkeepers. They 
claim that the general journal and the 
general ledger are thus unencumbered 
with unnecessary corrective entries 
that may be questioned by an examin- 
ing Revenue Agent and viewed by 
him with suspicion. 


Evaluation of Write-ups 


Inasmuch as we shall always con- 
tinue to have at least some write-ups, 
let us try to evaluate this type of ser- 
vice in terms of the work of the pro- 
fessional public accountant, and more 
particularly of the monthly audit. In 
this connection, the following question 
would be appropriate: When you are 
writing-up the books of your client, 
are you simultaneously doing audit 
work ? 

It is my opinion that all the classi- 
fications of write-ups, previously de- 
scribed, constitute audit work; in fact, 
the most complete audit work ever de- 
sired by anybody, anywhere. When 
writing up the books of account, pur- 
chases and sales invoices are ordinarily 
audited, as well as the nature of every 
receipt and disbursement, each petty 
cash transaction, the payrolls, and all 
other transactions handled through the 
general journal, as well as every item 
posted to the general and subsidiary 
ledgers. How many auditors in a reg- 
ular audit engagement audit the ac- 
counts in such detail, and how often? 
The answer is, very few and very 
rarely. It follows, therefore, that the 
write-up work not only enables but 
also forces the accountant to audit 
each individual transaction before he 
records it; and since his is the original 
work, he must be alert in doing it. 
Therefore, his work must be more 
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thorough than the audit work of one 
who merely test-checks the work per- 
formed by others, and frequently de- 
pends on the research and analysis of 
the other person. This audit work of 
course, is performed only with respect 
to the transactions which are written- 
up. 

In addition, therefore, as in regular 
audits, the accountant must audit the 
supporting records, papers and docu- 
ments which were prepared by some- 
one else, as part of his audit. He must 
also prepare adjusting entries and the 
working trial balance from which fi- 
nancial statements, tax returns, and 
any required financial information or 
analyses are prepared for his clients. 
The extent of these latter data will de- 
pend on the requirements in each case, 
and the fee arrangement: At the end 
of the year he must of course, analyze 
and verify any items not audited dur- 
ing the year, such as an analysis of 
insurance coverage; the preparation 
of schedules of depreciation and bad 
debts; and the ascertainment of all ac- 
cruals, deferred and prepaid items, and 
income tax liabilities. The accountant 
must also observe the generally ac- 
cepted auditing procedures with re- 
spect to verification of inventories, 
receivables, and other assets and lia- 
bilities. If the agreement with his 
client and the limitation on his fees do 
not permit him to carry out some of 
the essential auditing procedures, he 
must include a disclaimer of opinion 
in his audit report, in accordance with 
the provisions of the Audit Procedure 
Statement #23. If he, or the mem- 
bers of his staff, thus integrates write- 
up work with other public accounting 
services and supplements them with 
other accepted auditing procedures, 
there is no reason why write-ups 
should be discriminated against. 


Conclusion 


It is my opinion that only the fol- 
lowing write-ups are comparable to a 
bookkeeping service: (1) Write-ups 
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which are not a part of a complete 
public accounting service and are only 
preparatory to an audit to be per- 
formed at a later date by another firm 
of CPAs; (2) that portion of write- 
ups which consists of a large volume 
of simple, routine transactions ; and, of 
course, (3) the weekly preparation of 
payrolls, customers’ ledger balances, 
and similar services which I mentioned 
before. 

However, write-ups which are not 
too voluminous and which are inte- 
grated with and made part of a com- 
plete public accounting and tax service, 
and do not infringe upon the account- 
ant’s independence are, in my opinion, 
just as much a professional public 
accounting service as any other. It 
would therefore be inadvisable for 
small practitioners to refuse to service 
clients whose monthly accounting vol- 
ume is not sufficiently voluminous to 
warrant the hiring of a bookkeeper; 
and it would. be unreasonable for the 
profession as a whole to refuse to 


recognize such engagemeifis as pro- 
fessional public accounting. If a busi- 
ness man made up his mind that all he 
needs, at least for the time being, is 
a public accountant to do all the neces- 
sary accounting work, the CPA, by 
refusing such an account, would prob- 
ably only relinquish it to a non-CPA 
and forever lose a client who in the 
future may grow and develop into a 
desirable account. 

As long as there are small busi- 
nesses which either cannot afford 
bookkeepers or whose volume of trans- 
actions is too small to warrant the em- 
ployment of a bookkeeper, or who 
have a small volume of transactions 
which are at the same time too in- 
volved and intricate for a bookkeeper 
to handle, write-ups are here to stay; 
and we owe it to the many hundreds 
of thousands of small businessmen 
and to the public in general to accept 
such write-up engagements and do a 
real professional job on them. 





Extension of 1951 Renegotiation Act 


(Continued from page 702) 


remain unchanged from prior years. 
Application of those provisions in de- 
termining the likelihood of a renegotia- 
tion refund should, in part, be helped 
by the fact that experience will prob- 
ably now be available for certain prior 
years of the contractor regarding, 
among other factors, allowable rate of 
profit, rate of return on net worth, and 


extent to which work was subcon- 
tracted by the contractor. While re- 
sults arrived at in those years will 
not necessarily determine the amount 
of profit allowable currently, they 
should provide some indication of the 
reaction of the Renegotiation Board 
to the performance of the particular 
contractor involved. 
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Current Trends in Accounting—XI 
By Leo Rosensium, C.P.A. 


Some Capsules Reflecting Modern Practices 
and Current Problems and Conditions 


(Concluded from November issue) 


Ethics 


Taking Over from Another 
Accountant 
Waldo Sowell, CPA, of Atlanta, 

Georgia, writing on “Accountant’s 
Ethical Responsibilities” in the Bul- 
letin of the Georgia Society of Cer- 
tified Public Accountants,*® observes 
that “there are few things more wel- 
come to the practicing accountant than 
a new client”, but queries whether we 
should not ask ourselves, as practicing 
accountants, such questions as: “Has 
the prospective client utilized the 
services of a CPA before? Has the 
relationship been severed ?” 

This practitioner suggests that we 
ask ourselves how we would wish to 
be treated if we were at present under 
retainer by a client and the latter 
“went shopping for another account- 
ant.” 

Mr. Sowell sees, in the offing in 
such situation, that “fee cutting would 
probably come first, followed shortly 
by a decline in the quality of our 
work, and the loss of public confi- 
dence.” He refers to the rules of the 
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49 Vol. 23, No. 2, July 1955, pp. 3-6. 
50 Vol. II, No. 2, June, 1955, p. 94. 
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Council of the Institute of Chartered 
Accountants in England [and Wales] 
under which “it is the duty of any 
member of the Institute before ac- 
cepting nomination for appointment to 
[audit] a company, partnership or pri- 
vate individual, to communicate with 
the previous auditor or professional 
accountant.” The reason offered for 
this, Mr. Sowell reports, is that the 
member who is proposed for appoint- 
ment may have an opportunity to learn 
the reasons for the change, which in- 
formation is only available to him if 
he communicates with the present 
auditor. 

As we know, in this country at 
present the practice varies on matters 
of this sort. But the opinion is held 
widely that accountants, offered an en- 
gagement by a new client, should in- 
quire of the present accountant whether 
there is any ethical reason why the 
accountant invited to take over the 
engagement cannot properly do so. 


Severe, by American Standards 


The following announcement by the 
Public Accountants’ and Auditors’ 
Board (of the Union of South Africa) 
appeared in The South African Ac- 
countant recently : 5° 


“ADVERTISING FOR STAFF BY 
PRACTITIONERS. 


“The Board has recently had occasion 
to consider several instances in which 
practitioners have advertised in the news- 
papers for staff, and it desires to bring to 
the notice of all Registered Accountants 
and Auditors that it regards it as being 
in conflict with the spirit of professional 
etiquette for any Registered Accountant 
and Auditor or firm of Registered Ac- 
countants and Auditors to use his or their 
name in any advertisement for articled 
clerks or audit clerks which appear in the 


public press. R. R. WEBBER, 
Secretary.” 
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Calendars 


The Georgia Society of CPAs re- 
ports®! its trustees’ unanimous opinion 
that the distribution of small desk 
calendars imprinted with the name of 
an accounting practitioner, even where 
the recipients are clients only, repre- 
sents a violation of the Society’s By- 
Laws prohibiting advertising. 


Taxation 


Tax Fraud Investigation 


Harry Graham Balter, attorney, of 
Los Angeles, offers a “Clinical Demon- 
stration of How to Handle a Tax 
Fraud Investigation”, in The Journal 
of Taxation.™ 

He presents a “provocative problem 
in the field of tax-frauds,” which he 
offered a short while ago before the 
class in advanced problems in taxation 
at the School of Law of the University 
of California at Los Angeies. 

The problem was “studied and re- 
searched by separate teams of 
students.” Thereafter Mr. Balter lec- 
tured for some hours on the issues 
raised and answered students’ ques- 
tions. Following this, the students 
drafted the “solution” to the problem 
presented in Mr. Balter’s article. 

The problem concerned an account- 
ant’s client who was “hovering on the 
brink of a criminal fraud prosecution” 
and it covers these points among 
others—what the accountant should do, 
and how he should proceed. 

Mr. Balter discusses the matters of 
“how to evaluate the complicated 
family and business relationships which 
obscure the real problem and the out- 
come”; describes “the picture as the 
practitioner sees it”; reports “each 
decision he must make.” Finally, the 
writer guides the practitioner con- 
fronted with a similar problem. 





p. 3 


53 Vol. 3, No. 1, July, 1955, pp. 2-7. 


Litigation 

Martin M. Lore, CPA and attorney, 
considers the point, “When Should a 
Tax Case be Taken to Court: The 
Many Costs of Litigation”, in The 
Journal of Taxation.®* 

The headnote of his article points 
out that “tax litigation is expensive — 
in terms of time, effort, and risk, as 
well as money. At some point in every 
disputed case decision must be made 
as to how much of each the taxpayer 
wants to expend to litigate.” : 

Mr. Lore “suggests practical factors 
which can make it advantageous to go 
to court, or wiser to stay out”; con- 
siders both legal and tactical factors, 
“including the nature and situation of 
the taxpayer”. “Good advice and good 
sense,” it is stated further, “are here 
demonstrated to be the taxpayer’s best 
weapon.” 

Mr. Lore’s paper considers common 
sources of tax difficulties; potentially 
dangerous situations ; expenses of liti- 
gation; how to choose the forum. 

This rather interesting summary 
appears in a boxed section on_ the 
second page of the article: 

“The winner in court always loses. The 
best way to win a tax case is to avoid dis- 
pute over your tax liability in the first 
instance. The second best way is to settle 
the dispute successfully. The third best 
way is to win it in court.” 


They Work for the Manufacturer, 

Not the College 

Revenue Ruling 55-500°4 discusses 
this question posed by a college. For 
the purpose of offering the college’s 
deserving and needy students a way 
of earning money for their tuition, the 
school entered into an agreement with 
a manufacturer under which one of the 
college buildings located on the campus 
was leased to the corporation, the latter 


51 Georgia Society of Certified Public Accountants Bulletin, Vol. 22, No. 7, May, 1955, 


52 Vol. 3, No. 2, August, 1955, pp. 74-79, 93. 


54 Internal Revenue Bulletin, No. 32, August 8, 1955, 
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agreeing to conduct some of its busi- 
ness operations at the building, using 
only college students as production 
workers. 

The college, not the corporation, 
directed the assignment and withdrawal 
of the students to or from the jobs. 
Details concerning hours, assignments, 
and similar matters were agreed upon 
between college and corporation. 

Training for the jobs was given by 
the corporation itself, that organization 
controlling the quality and the manner 
of performance of the work. The cor- 
poration also furnished all equipment 
and materials. 

The students’ earnings were paid to 
the college by the corporation, the 
college in turn crediting the students’ 
accounts. 

It was ruled that under the circum- 
stances, for Federal employment tax 
purposes, the students are the em- 
ployees of the manufacturing corpora- 
tion. 


Traveling Expenses 

The June, 1955 issue of The Internal 
Auditor® contains an auditing case 
study covering travel expenses, pre- 
pared by the Internal Auditing Com- 
mittee of the American Gas Associa- 
tion and Edison Electrical Institute. 

The study reviews the “principles 
covering allowable travel expenses” 
generally, as well as those relating to 
specific items. 

Of particular interest to all teayelets 
will be the following “guide for tipping 
expense” taken verbatim from the 
study : 

“Hotel Desk Clerks—Unethical 

these employees. 

Doorman—For special services, such as 

unusual effort in getting a taxi, a 20- 
25 cent tip is adequate. 
Bellboy—Luggage, 25 cents. 
Washroom Attendant—This 


55 Vol. 12, No. 2, pp. 79-82. 


to tip 


is consid- 





ered the most irritating form of ser- 
vice, but does require a 10 cent tip. 

Pullman Porter—All-night trip in upper 
or lower berth, 35-50 cents; Roomette 
or bedroom, 50 cents; Day trip, 25 
cents; Bedroom for two, 75 cents. 

Hat-Check Girl—For hat only, 10 cents; 
for coat and hat, 15 cents. 


Waiters—10% of check. 
Red Caps—the usual charge is 25 cents 
per package.” 


Inventories 

Revenue Ruling 55-285 provides: 
“In determining gross income, for 
Federal income tax purposes, the use 
of inventories reflecting the value at 
retail of merchandise on hand at the 
beginning and end of a taxable year 
is not permitted” 5* because this “is not 
a recognized method of inventory 
valuation either according to best ac- 


counting practice or under .. . [the] 
COM ca ™ 

The inventory method reported 
above “is not the same as the ‘retail 


method’ described in Section 39.22 
(c)-8 of Regulation 118... .” The 
latter is “a recognized method of ap- 
proximating cost of inventory if prop- 
erly adopted and consistently used in 
determining gross income.” 


Hurricane Losses 
The Accountant's Weekly Report,* 
published by Prentice-Hall, Inc., points 
out to those who suffered hurricane 
losses that deduction is allowed only 
for losses to property owned by the 
taxpayer; “he cannot deduct, for 
example, expenses for personal in- 
juries, temporary lights, fuel, moving 
or rentals for temporary quarters.” 5° 
The formula for computing the loss, 
the Report continues, is as follows: 
“Value of property immediately before 
minus value immediately after, including 
salvage. The problem is to be able to 
back up your estimate of the loss in value. 


{E]xpert appraisals in writing are 


helpful. Also before and after photos. 


56 Internal Revenue Bulletin No. 20, May 16, 1955, p 

57 Citing Section 471 of the Internal Revenue Code pe 1954, Section 22(c) of the 
Internal Revenue Code of 1939, and the regulations under the 1939 Code. 

58 Vol. 13, No. 50, August 29, 1955, Section 1, page 1 

59 Citing IRS Pub. No. 155; February 3 1955. 
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“What about cost of restoration? Tech- 
nically this isn’t proof of loss in value. 
But it can serve as evidence of the amount 
of loss, because value immediately after 
means value before restoration.” 


Amounts Received Under 

Accident and Health Plan 

Under Revenue Ruling 55-283,° 
“Wages or payments in lieu of wages 
received by an employee for a period 
when he is absent from work because 
he is under quarantine imposed by 
legal authority by reason of the illness 
of a member of his family, or because 
a member of his immediate family is 
afflicted with a contagious disease or 
is otherwise sick or physically in- 
capacitated and requires the care and 
attendance of the employee, are not 
amounts received ‘for a period during 
which the employee is absent from 
work on account of personal injuries 
or sickness’ within the meaning of 
Section 105 (d) of the Internal 
Revenue Code of 1954, even though, 
pursuant to an accident or health plan, 
the absence is charged to the em- 
ployee’s sick leave.” 

Accordingly, the Ruling provides that 
“such amounts are not excludable from 
the employee’s gross income. ... ” 


Alimony 

Richard M. Orin, CPA, of our 
Society, has written a paper on “Ali- 
mony Payments—Periodic or Install- 
ment”, in Taxes.64 Mr. Orin clarifies 
“the perplexing split between the Tax 
Court and the Circuit Courts regard- 
ing the taxability of alimony pay- 
ments.” 


Smog 

Russell S. Bock offers this note in 
his column of “California Tax News” 
in the California Society of CPAs’ 
The C.P.A. Newsletter.* A new pro- 
vision in the California income and 
franchise tax laws permits a five year 
60 Internal Revenue Bulletin.No. 20, May 
61 Vol. 33, No. 6, June, 1955, pp. 414-420. 
62 Vol. 9, No. 3, September, 1955, p. 3. 


63 Vol. XX XVIII, No. 19, May 7, 1955, p. 


write-off of expenditures for smog- 
control equipment constructed or ac- 
quired after December 31, 1954. The 
provision, “quite similar to the old 
one for 5-year amortization of defense 
facilities”, requires that the State De- 
partment of Public Health certify the 
amount which may be amortized. Ef- 
forts at having a similar provision 
enacted in the federal law have been 
unsuccessful so far. 


Writers 
Our colleague, Samuel Ranhand, 
CPA, calls attention to an item in The 
Saturday. Review titled, “The Writer’s 
Lean Life.” ® 
The author, Cyril Connolly, “one 
of Britain’s leading literary figures”, 
observes that 
“many writers are temperamentally in- 
capable of coping with their tax problems 
and have to employ accountants and de- 
mand the concessions (and there are 
many) to which they are entitled but there 
comes a moment when the accountants 
have to be faced too, and one longs for 
still another paternal man of affairs to 
mediate between us. The truth of the 
matter (this is seldom stated) is_ that 
artists should not pay income tax and that 
income tax is killing art. All payments 
made to artists should have a_ constant 
fraction—say a quarter—(standard rate 
in Channel Islands)—deducted at source 
by those from whom they earn money, 
and no form should ever be filled in. This 
should apply to all painters, writers, musi- 
cians, sculptors, actors, architects and 
dancers.” 


Entertainment 


Under Revenue Ruling 55-307,% 
expenditures for liquor used in Okla- 
homa, a dry state, for business promo- 
tion and entertainment purposes are 
not deductible as business expenses 
regardless of where the liquor was 
purchased. According to the Ruling, 
“Payments which ‘frustrate sharply 
defined . . . State policies evidenced 


16, 1955, p. 8 


19. 


64 Internal Revenue Bulletin, No. 21, May 23, 1955, p. 10. 
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by a governmental declaration pro- 
scribing particular types of conduct’ 
are not deductible for Federal income 
tax purposes.” 


British Tax System 


R. N. A. Kidd, chartered account- 
ant, of Quebec, is the author of ‘“Feat- 
ures of the British Tax System”, in 
The Canadian Chartered Accountant.® 
He sets forth “the basic features of the 
British tax system in an endeavour to 
explain the extent to which the govern- 
ment on the one hand and shareholders 
on the other can participate in profits.” 

Mr. Kidd explains the history of 
the tax law; describes the underlying 
principle of the tax; reports on how it 
is administered; explains the “profits 
tax”; shows how a company’s tax 
obligation and payments are set forth 
in the accounts ; and explains the status 
as to withholdings from dividends, of 
both resident and non-resident British 
shareholders. 


Accounting Theory 
Valuation of Capital Stock 
Unlisted Corporations: 


John F. Maney, an attorney, of 
Hillside, Illinois, writes on “Valuation 
of Common Stock of Unlisted Corpo- 
rations”, in Tares.® 

He notes that the valuation of un- 
listed stocks of closely held companies, 
is “one of the most troublesome and 
difficult issues in estate and gift tax 
cases”. 

The fair market value of such stocks 
is completely dependent on “the facts 
and circumstances back of each corpo- 
ration.” These points must be con- 
sidered : 


(1) Number of shares outstand- 
ing, number of shares in the issue, 
who holds the remaining stock, na- 
ture of the business, its history, the 


in Accounting 


types of products it makes or the ser- 
vice it performs. 

(2) The industry’s prospects; the 
prospects for the products of the spe- 
cific company. 

(3) The corporate financial data, in- 
cluding balance sheets for the preced- 
ing five year-end dates and operating 
statements and surplus analysis for the 
preceding five years. (In some cir- 
cumstances longer periods would have 
to be considered. ) 

(4) Analysis of past sales of the 
stock. 

(5) Study of the financial affairs 
and operating results of other com- 
panies in the same line of business. 

Mr. Maney discusses in some detail 
the procedure to be followed in the 
analysis of earnings, cautioning ana- 
lysts about the types of companies to 
be selected for comparison with the 
organization under review. He also 
makes observations about the signifi- 
cance of book value and estimates of 
corporate goodwill. 

It appears that the valuation of un- 
listed stocks “is always a disputed 
item because valuation of such items 
is not an exact science.” 

The author concludes on this hope- 
ful note: 

“Tf the estate’s appraisal is based on 

a consideration as set forth above, the 
attorney for the estate can sometimes settle 
the valuation issue with the Treasury 
agent. 

“Where the case goes to the appellate 
staff on such evidence, the case is almost 
always settled either in the pre-90-day 
status or later, just before trial in the 
United States Tax Court. Only a very 


few valuation cases are tried, though thou- 
sands of them are settled in conference.” 


Mergers 

Chelcie C. Bosland, Eastman Pro- 
fessor of Political Economy, Brown 
University, has provided a series of 
papers on “Stock Valuation in Recent 
Mergers. A Study of Appraisal Fac- 


65 Vol. 67, No. 3, September, 1955, pp. 189-19€ 


66 Vol. 33, No. 8, August, 1955, pp. 584-588. 
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tors”, in the magazine, Trusts and 
Estates. The third of these papers, 
published in August, 1955, contains 
a number of general observations by 
the professor concerning the recent 
mergers and also discusses certain 
“Tractors in Valuation”. 

Under the latter caption he points 
out the extreme importance of present 
and prospective earnings; the relative 
unimportance of the asset basis of 
valuation; the circumstances in which 
break-up value of corporate property 
may be significant; the existence of 
“little correlation” between working 
capital position and stock values or 
stock capitalization rates. On the last 
point he notes that ‘as long as a cor- 
poration has reasonably adequate cur- 
rent capital so that it can continue 
meeting normal obligations and pay 
reasonable dividends, its market price 
is likely to be as high as if it has 
excess working capital.” 

Continuing the discussion of “TF ac- 
tors in Valuation” he notes that the 
existence of a “reasonable amount” of 
senior capital poses no “negative fac- 
tor in valuation”, the latter point ‘“de- 
pending on the industry”. Appraisal 
of dividend record is somewhat diffi- 
cult; on this point, the author reaches 
the conclusion that the future outlook 
of the company is more significant 
than the past record. 

lurther, appraisal of management 
“defies precise statistical appraisal.” 
And, additionally, a “point of inter- 
est” is to be found “in the enduring 
effects of a high price offer for some 
of the stock on market transactions 
after the offer terminates”. This is 
because “a sort of bench-mark”’ has 
been offered. 

Concluding, the professor observes: 

“The vital importance of earnings as 

the major basis for the valuation of a 

going business or its shares, and the rela- 

tive unimportance of asset factors, except 
possibly in cases involving liquidation, 
seems again to be demonstrated, not only 


67 Vol. 94, No. 8, pp. 662-664, 666-669. 


where a small number of shares is con- 
cerned in market transactions, but also 
where large blocks involving control are 
acquired through a negotiated deal.” 


Exclude Buying, Storing, and 
Handling Costs 


Should a company which buys and 
resells replacement parts for equip- 
ment include, in the inventory valua- 
tion of these parts, a sum to cover the 
cost of buying, storing, and handling? 
This point was raised before a dis- 
cussion group on “Inventory Control 
and Valuation”, led by Maurice E. 
Peloubet, CPA, of our Society, at the 
1955 conference of the National As- 
sociation of Cost Accountants in New 
York City, in June.® 

The general feeling was that com- 
panies “would include such an allow- 
ance in developing costs for pricing 
but would not increase inventory 
values accordingly.” 


Interest on Capital 


In its column, “For Students”, The 
Accountant® discusses the problem 
“whether interest on capital should be 
included as an element of cost”. This 
matter, it is stated, “has never satis- 
factorily been settled by experts,” and 
is therefore, perhaps, “a favourite 
question set by [accounting]  ex- 
aminers.” 

Summarizing the arguments in favor 
of including interest on capital as an 
element of cost, as well as those against 
this procedure, the conclusion is 
reached that it is expedient to omit 
interest from costs accounts. 

Referring to the arguments on both 
sides of the question, the column 
observes : 

“All the foregoing arguments have an 
element of truth in them, yet all are a 
little dogmatic. The main feature about 
this problem is that extreme difficulty 
will be encountered if one is to attempt 
to be accurate in the calculation of inter- 
est, and if one is not to attempt to be 


58 N.A.C.A. Bulletin, Vol. XX XVII, No. 1, September, 1955, Section 3, pp. 170-173. 
69 Vol. CXXXIII, No. 4209, August 20, 1955, p. 228, 
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accurate there is little point in attempting 
to assess the interest cost of production. 

“In practice one very rarely finds that 
interest enters into the calculation of costs. 
In the isolated cases where stocks have 
to mature, it is fair to include interest, but 
in the ordinary case of a manufacturing 
industry, the inclusion of interest is not 
only misleading, but also most difficult, 
and on grounds of expediency alone, there 
is a good case for its omission.” 


Integrate Accounting and Economics 


Professor David Solomons, of Lon- 
don, read a paper on “The Integration 
of Accounting and Economic Studies” 
in January before the annual meet- 
ing of the Association of University 
Teachers of Economics, in London”, 
The pressure of economic events, he 
points out, “has brought accountants 
to a growing recognition of the rele- 
vance of economics (or at least of 
some parts of it) to their work.” 

He suggests that the combining of 
courses in accounting and economics 
“into an integrated structure” would 
benefit both disciplines; and adds: 

“T am not at all sure that it is not 
economics which stands to benefit more, 
for accounting can give to economics 
studies a realism and a quantitative tool 
which they can dispense with only at their 
peril.” 

Definition 


“The description ‘a sound principle of 
commercial accountancy’ implies that the 
principle in question is something that is 
universally accepted, not merely by the 
advanced accountancy theorists and pundits 
but also by the student who has- just 
mastered and understands the principles 
of double entry book-keeping.” 71 
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Operating Prot or (C085). 6.5 x000 cesncene 


70 Accounting Research, Vol. 6, No. 2, 
71 From a contributed paper on “ 


New Series), No. 741, May, 1955, pp. 179-181, 


Jase Stock” in 


Management Accounting 
At Oxford University 
Balliol College in Oxford, England, 


was the scene of a course in manage- 
ment accounting in the fall of 1954. 
154 members of The Society of In- 
corporated Accountants attended and 
listened to a discussion on “Account- 
ing Techniques as an Instrument of 
Management”; in addition there were 
papers on “Mechanization, Present 
and Future”; “Statistics and the Ac- 
countant”; “Incentives for the Cleri- 
cal Worker”; “Financial Manage- 
ment”; and “Costs, Plans and Prices”’. 

The papers were reproduced in a 
series of “Practice Notes” published 
by the Incorporated Accountants’ Re- 
search Committee.” 


Contributed Margin 


Where businesses are departmenta- 
lized the fact that a particular depart- 
ment produces no operating profit, or 
perhaps even sustains an operating 
loss, may not necessarily be, in itself, 
adequate basis for eliminating opera- 
tion of the department. James J. 
White, CPA, supervisor of the Boston 
office of Harris, Kerr, Forster and 
Company, offers an illustration of this 
situation in a paper on “Management 
Control through Accounting”’, 


Illustrating his comments he pre- 
sents this condensed summary dealing 

















with a company operating through 
three departments: 
Department 
Total A B c 
$100,000 $50,000 $20,000 $30,000 
63,000 35,000 15,000 13,000 
$ 37,000 $15,000 $5,000 $17,000 
18,000 6,000 6,000 6,000 
$ 19,000 $9,000 $1,000) $11,000 




















April, 1955, pp. 106-111. 


Accountancy, Vol. LXVI (Vol. 
at p. 181. 


72 Accountancy, Vol. LXVI (Vol. 17 New Series), No. 742, June, 1955, p. .239. 


73 The Harris, Kerr, Forster & 
6-7. 
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From this tabulation it will be noted 
that the elimination of Department B 
would result in an overall decline of 
$5,000 in the company’s operating 
profit, since the indirect expense of 
Department B of $6,000 would then 
have to be absorbed by Departments 
A and C. 

Emphasizing the applicability of his 
observations to hotel operations, Mr. 
White discusses at some length pro- 
cedures usable in analyzing the oper- 
ating results of a business. 


Conventions; Congresses 


First Convention 

The first annual convention of the 
Michigan Association of Certified 
Public Accountants took place in 
June, 1955, at Harbor Springs, 
Michigan."4 

The program included a paper on 
“Management Service”; a Technical 
Session featuring a federal tax panel; 
a talk by Dr. J. Philip Wernette, Pro- 
fessor of Business Administration at 
the University of Michigan, entitled, 
“Our Fabulous Future”; the custo- 
mary social activities offered by such 
conventions. 


World Wide 

The journal, Revista de Ciencias 
Economicas, of Buenos Aires, Argen- 
tina,” contains a_ translation into 
Spanish of a paper by Maurice 
Peloubet, CPA, of our Society, on 
“The Cost Accountant and the Mod- 
ern World”. Mr. Peloubet delivered 
his paper before the 3rd_Interameri- 
can Conference on Accounting, at Sao 
Paulo, Brazil, in November, 1954. 


1957 
The Nederlands Instituut van Ac- 
countants (The Netherlands Institute 





of Accountants) and the Vereniging 
van Academisch Gevormde Account- 
ants (The Association of University 
Trained Accountants) are making ar- 
rangements for the Seventh Interna- 
tional Congress of Accountants, to 
take place in Amsterdam during the 
period from September 9 to 13, 1957. 
The conference had originally been 
scheduled for the period from June 
10 to 14 of that year. 

The Committee plans to send or- 
ganizations which participated in the 
Sixth International Congress “a list of 
subjects which, in their opinion, would 
be suitable for discussion, giving, at 
the same time, some information about 
the best way in which these subjects 
could be handled.’’7® 


General 
Changes 


New Format 


We congratulate The Canadian 
Chartered Accountant on its most at- 
tractive and modern new format. 
Beginning with the July, 1955, issue™ 
the magazine has enjoyed a newly- 
designed cover; has been printed on 
smooth, whiter paper stock, using 
larger type. 

Beginning with the August, 1955 
issue the publication offered these new 
features: a department called “Ad- 
ministrative Accounting,” to appear 
alternate months, designed “to pro- 
mote a more comprehensive under- 
standing of accounting in industry ;””* 
also, a monthly department on “Cur- 
rent Reading.” 


Air Mail Edition 

We note also the new thin paper 
edition of The Accountant which ap- 
peared for the first time on July 2, 
1955. This is an air mail edition. 


74 The Michigan Association of Certified Public Accountants, “First Annual Conven- 


tion,” June, 1955. 


75 Vol. XLII, Series III, No. 50, November-December, 1954, (publication of the Colegio 
de Graduados en Ciencias Economicas Y Centro de Estudiantes de Ciencias Economicas, 


Buenos Aires, Argentina). 


76 The Accountants Journal (England), Vol. XLVII, No. 576, M 


77 Vol. 67, No. 1 
78 Jbid., p. 14. 
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Announcing the new service, the 
journal observed : 

“As the only weekly paper devoted 
entirely to the profession, we have done 
all that was possible to advance the inter- 
ests of our readers, and now, in these 
fast-moving days, it is incumbent upon 
us to arrange that those living abroad 
shall be able to receive their copies of 
The Accountant two or three days after 
publication.” 79 


The annual subscription rate for the 
air mail edition, irrespective of the 
country to which it is to be sent, will 
be £6/15/0. Subscriptions may be 
placed through Gee & Co. (Pub- 
lishers) Ltd., 27-28 Basinghall Street, 
l.ondon, E.C.2, England. 


Public Speaking 


Julian O. Phelps, CPA, a tax man- 
ager in the Chicago office of Lybrand, 
Ross Bros. & Montgomery, CPAs, 
offers a number of suggestions to 
“The Occasional Public Speaker.’”*° 
These are intended for the accountant 
who is a “two-or-three-times-a-year 
speaker, with no natural aptitude 
(such as [Mr. Phelps] himself) ... .” 

Here are the suggestions : 

1. Do not read a paper. Notes 
should be read instead, ‘or better no 
written material at all.” The possi- 
bility of stumbling while speaking does 
not disturb Mr. Phelps; “that will 
create a sympathetic feeling in the 
audience as they realize that the 
speaker is only a human being: like 
themselves, and not a superman.” He 
suggests, too, that the speaker take his 
eyes off his audience as little as pos- 
sible; as a result, he will be able to 
detect wandering or puzzled looks and 
can make his speech more forceful if 


“necessary. 


2. The speaker may become more 
forceful as his speech proceeds. He can 
only do this if he keeps in contact with 
his audience (which Mr. Phelps sug- 


Vol. XVII, No. 4, June, 1955, pp. 49-51. 
81 Vol. 5, No. 30 
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gests cannot be done if one is reading 
a paper), and if he is prepared. 

3. The material should be assem- 
bled in time sequence. One might 
practice before a mirror, or try the 
talk out on his wife. It is to be borne 
in mind that the speech wili take a 
much shorter time before ai audience 
than during the preparations. 

4. “Use examples more than prin- 
ciples.” One should try an example 
first, then the principle, then another 
example. This gives the audience a 
chance to catch up if they have missed 
something. 

5. “Do not try to cover too many 
subjects.” One should take the most 
important subjects and really explain 
them; should not talk too long—about 
a half hour should be the maximum. 


6. Jokes; “do not worry about your 
inability to tell jokes.” Reflecting a 
little about the topic will undoubtedly 
give the speaker a chance “to give a 
humorous twist to some mate- 
rial.” But one should not overdo the 
“humor”; the audience will be a 
serious one, 

7. The speaker should provide an 
outline of his talk; the audience will 
find it easier to follow, and will have 
a convenient place to make notes. 

8. This point we quote verbatim: 
“If your sponsor wants a paper for 
publication, try to stall him until after 
the meeting. Then sit down and dic- 
tate. You will be surprised to find 
how easy it is then, also how much 
more readable than if you had written 
it before you prepared it as a 
talk.” 


Israel 

The May-June, 1955 issue of Roe 
Heshbon Musmach (The Public Ac- 
countant),°* organ of the Association 
of Public Accountants and Auditors in 
Israel, contains articles on “Quarterly 


79 The Accountant, Vol. CXXXII, No. 4201, June 25, 1955, p. 728. 
80“The Occasional Public Speaker,” in 7 
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Payments of Income Tax”; “The 
State Comptroller in Israel”; “Ruling 
on Estate Tax”; ‘Auditors’ Short 
Form Reports”; “Management in Is- 
rael and the Auditor”; “Organisation 
of Income Tax Offices”; “Auditing 
Procedure in U.S.A.”; “Notes on the 
Amendments of the Income Tax Act”; 
“Value Clause in Loan Contracts’; 
“Income Tax Assessment of Certain 
Companies”; and, “The Committee on 
Accounting & Auditing Procedure.” 

In addition, the journal offers the 
customary legal section; income tax 
section; book reviews; students sec- 
tion; letters to the editor; and news 
about the association itself. 


Oldest Book 


R. R. Coomber, of London, reports 
in the English magazine, Accounting 
Research,®* the discovery of “what is 
thought to be the oldest book on book- 
keeping in English to survive to mod- 
ern times. ...° 

The work, an English translation of 
“Nouvelle Instruction”, written by 
Jehan Ympyn Christoffels, was first 
published in Dutch in 1543 by the lat- 
ter’s widow. The English translation 
was completed in 1547. 

The book had been traced to Russia 
recently, and Mr. Coomber reports 
that the Soviet Library sent a micro- 
film copy to England, where it is now 
available for inspection at the British 
Museum. 

Readers interested in early works on 
bookkeeping and accounting will wish 
to read Mr. Coomber’s page-and-a- 
half communication to the editors of 
Accounting Research. 


Training Cost Accountants 


“The training and development of 
the future cost accountant is no light 


82 Vol. 6, No. 3, July, 1955, pp. 281-282. 


matter”, observes E. F. Brown, Chief 
Accountant, of Howard Farrow, Ltd.. 
London, in an address before the 26th 
National Cost Conference of The In 
stitute of Cost and Works Account- 
ants, in London, in June.8% 

Up to the present time, states Mr. 
Brown, “the technological side of cost 
accounting, the tricks of overhead ab 
sorption, the practices of budgetary 
control, and the use of financial ratios, 
have been the sort of thing which have 
been widely discussed and well de- 
veloped. But these are probably much 
less important than the matters we 
have to consider in future.” 

He believes that what is needed is 
training cost accountants “a state of 
mind”, which is described as “a mental 
capacity for being able to perceive 
what really matters in the world of 
men; and what mattered yesterday may 
well be different from what is going 
to matter tomorrow.” 

With the discoveries in electronics 
and nuclear physics, a major change 
in emphasis in industrial life is looked 
for. In the future, cost accountants, 
it is expected, will deal less and less 
with the “end-products” of industry 
and more and more with the design 
and manufacture of machines them- 
selves; “the problems will be not so 
much with the use of power and 
energy ... [as] with the vast con- 
cepts which create, release, and or- 
ganise such forces.” 


Women CPAs 


Down to the beginning of this cen- 
tury, “of the 243 CPA Certificates 
. issued . . ., only one had been 
issued to a woman.”®5 Of the more 
than 55,000 CPAs in the United 
States at present, approximately 900, 
it is reported, are women. 


83 The Institute of Cost and Works Accountants, 1955, “26th National Cost Confer- 


ence”, p. 19. 
84 [bid., pp. 8-9. 


85From “The President’s Message,” in The Woman C.P.A., Vol. 17, No. 5, 
August, 1955, p. 8. (Official publication of the American Woman’s Society of Certified 
Public Accountants and the American Society of Women Accountants.) 
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Current Trends in Accounting 


Estate Planning 


The 1953-1954 Estate Planning 
Committee of the Illinois Society of 
CPAs has prepared a paper called 
“The Accountant’s Role in Estate 
Planning”, based on studies under- 
taken by the Committee.%* 

Following the discussion of basic 
concepts of estate planning, including 
a diagram to show the “pyramid” re- 
flecting elements of a sound estate 
plan, the Committee discusses: the 
accountant’s place in the estate plan- 
ning field; the gift tax and estate 
planning; the estate tax and estate 
planning. 

The “pyramid,” showing the “ele- 
ments of a sound estate plan,” reflects 
these points which must be considered 
by accountants interested in estate 
planning: flexibility; objective; mini- 
mization of death taxes; minimization 
of income taxes; liquidity; periodic 
review. 

The Committee cautions that its 
paper is not intended to be exhaustive ; 
the summary is, rather, “a framework 
which must be completed individually 
by each certified public accountant.” 
The group points out further that “the 
greater the CPA’s appreciation of the 
Pyramid concept and the more exten- 
sive his knowledge with respect to all 
phases of Estate Planning, whether 
accounting, legal, insurance, or other- 
wise, the better he will be able to apply 
his accounting knowledge to the ad- 
vantage of the client, the other practi- 
tioners, and himself.” 


” 


Business Interruption (U and O) 
Insurance: England 
An interesting paper on business 
interruption insurance as it operates 


in England is offered in “Loss of 
Profit Insurance. A Practical Ap- 
proach”, in The Accountant.** 


The paper, by R. I. Clews, conse- 
quential loss adviser with Glanvil, 
Enthoven & Co., Ltd., is based on a 
lecture delivered before the London 
and District Society of Chartered Ac- 
countants on March 24, 1955. 


Mr. Clews discusses various ele- 
ments occasionally found confusing in 
working out loss settlements under 
business interruption policies. He con- 
siders unwarranted the assumption 
that profits insurance is difficult to 
understand and offers what he calls 
“a practical approach” to settlement 
computation. 


We recommend the paper to readers 
interested in the adjustment of busi- 
ness interruption losses. 


Not Infallible 


The “Sundries Column” written by 
“Betty Budget” in The Accountants’ 
Journal (New Zealand)** reports this 
incident dealing with business ma- 
chines. 


It appears that a company had spent 
many, many hours of overtime in 
search of a bookkeeping error. Word 
leaked out that all were seeking a single 
penny, which the accountant insisted 
must be found. After more long hours 
of work, it turned out that the error 
happened this way: 


“Upon a sultry summer’s day a lazy little 
fly had been just a little slow on the 
wing and one of his legs had _ been 
caught in the machine and been imprinted 
in the penny column.” 


86 The Illinois Certified Public Accountant, Vol. XVII, No. 4, June, 1955, pp. 18-29. 
87 Vol. CX XXIII, No. 4205, July 23, 1955, pp. 96-104. 
88 Vol. 33, No. 10, May 2, 1955, pp. 357, 359. 
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The Public Accountant’s Problems 
in Interviewing Accounting 
Personnel for Clients 


By Ropert Harr, C.P.A, 


The public accountant is frequently called upon to interview 
controllers, accountants and bookkeepers for clients. This article 
discusses the pros and cons of performing this service; sources 
for procuring such personnel; and recommended techniques for 


interviewing them. 


He rapid growth and increased im- 

portance of accountancy as a pro- 
fession during the last half-century 
has led the public accountant to per- 
form services for his clients that are 
not included within the conventional 
definition of the scope of his usual 
professional activities. It is not un- 
common, today, for a public account- 
ant to be asked to perform a manage- 
ment consulting service; in fact, some 
CPA firms have separate departments 
exclusively devoted to that very pur- 
pose. In addition, the accountant is 
often requested by his clients to render 
advice on business problems quite 
apart from the technical field of ac- 
countancy. Indeed, many corporations 
consider their public accountant as a 
resource for their management team 
in the formulation of company policy. 
It is, therefore, not unnatural, and 
certainly not uncommon, for the 
CPA to be called upon to assist in 
selecting accounting personnel for his 
clients. 


Advantages and Disadvantages 

of Interviewing for Clients 

The major objection raised by the 
practicing CPA is that interviewing 
for a client consumes too much time, 





Ronert Harr, C.P.A. has been 
a member of our Society since 
1945. For many years his activi- 
ties have been devoted exclusively 
to directing his own personnel 


agencies. 
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and the very nature of the task makes 
it difficult and frequently impossible 
to control the season of the year when 
the vacancy is likely to occur. It’s 
just one of those things that seem to 
pop up at the wrong time. Another 
objection is that if the accountant as- 
sists in the selection and the employee 
does not work out properly, the client 
is likely to assume that his accountant 
was at least in part to blame. 

Unfortunately, there is no fool- 
proof method of selecting personnel. 
The best that anyone can do in deter- 
mining whose characteristics will 
best fit a given position is to carefully 
interrogate each applicant with a dual 
viewpoint. Firstly, is he technically 
qualified to perform the duties of the 
vacant position? Secondly, does he 
have the proper personality to fit into 
the environment? To make a success- 
ful selection requires about 75% good 
judgment and 25% good luck. To 
overcome some of the risk in making 
the selection, most accountants refer 
several qualified men to their client, 
and insist that he make the final deter- 
mination. Some request that the client 
do the initial interviewing, and let the 
CPA review the final choice. 

There are many advantages accru- 
ing to the public accountant and, 
sometimes, as well to the client whom 
he encourages to bring him such per- 
sonnel problems : 

1. Successful candidates who are selected 
by the public accountant are likely to 
perpetuate good client-accountant  re- 
lationships. 
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Public Accountant’s Problems in Interviewing Accounting Personnel for Clients 


2. If the client engages a competent con- 
troller, internal auditor, or full-charge 
bookkeeper, the CPA’s work is made 
easier and has fewer pitfalls. 

3. It is another service whereby the ac- 
countant may properly solidify his re- 
lationship with his client. 

4. Because of his broad experience and 
his objective approach, the public ac- 
countant is frequently the best person 
to assist in the selection of competent 
accounting personnel. 

5. In many instances the accountant is re- 
quested to conduct the initial interview 
in order to keep the identity of the 
client-employer from candidates who 
will not be further considered for the 
opening. 


Types of Employment in Which 
The Accountant Generally 
Assists the Client 


When the public accountant is asked 
to interview candidates, the positions 
involved generally fall into the finan- 
cial category. Smaller clients are 
likely to ask him to screen office man- 
agers and full-charge bookkeepers. 
Larger clients may request him to 
interview prospective treasurers, con- 
trollers, chief accountants, internal 
auditors, cost accountants, or tax men. 
When the public accountant is a close 
advisor to the client, he is sometimes 
requested to interview applicants for 
semi-related occupations, such as 
credit managers or inventory control 
supervisors; and, on rare occasions, he 
may be asked to interview candidates 
for occupations completely unrelated 
to accountancy, such as sales managers 
or factory supervisors. 

The CPA should consider the ex- 
traneous activity of interviewing on 
behalf of a client as a vote of confi- 
dence, with the realization that the 
performance of this function will 
further solidify his relationship with 
that client. 


Preliminary Steps to be 
Taken Before Interviewing 


Once the company has suggested 
that its accountant perform an inter- 
viewing service, a most frequently 
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overlooked problem is: Can the open- 
ing be filled properly on the basis pro- 
posed by the client? In some instances 
a cursory examination of the demands 
of the client, his idiosyncrasies, the 
inadequacy of the salary proposed, 
makes the outlook poor for producing 
a satisfactory and permanent em- 
ployee. If such is the case, it is de- 
sirable, from the accountant’s point of 
view to waive the assignment. If this 
is not practical, he should at least 
indicate, in advance, that in his opin- 
ion the ‘prospects of locating the right 
man are not favorable. 

If the position looks as though it 
can be filled properly, and most of 
them can, the next step is to formu- 
late job specifications with the assist- 
ance of the client. Produce a standard 
for the position, by analysis of its 
components, for example: 


1. Prepare an objective outline of all the 
duties of the position. 

2. Consider personality characteristics 
necessary to perform the duties of the 
position, and obtain a fair appraisal of 
the type of personality necessary to get 
along well with the employer. 

3. Define the educational and professional 
requirements of the position. 


4. List the desirable work experience 
background necessary to succeed in the 
employment. 


Give serious consideration to the age 
question. If possible, leave that matter 
open, depending upon the person. Fre- 
quently, both a young, aggressive man 
and a mature, experienced man are 
good choices for a given job. 
6. Decide whether a man or woman 
would best be suited to the position. 
It is not uncommon to find that either 
would be satisfactory. 
7. Arrive at a fair and equitable salary, 
based upon consideration of all of the 
qualifications. This should be ¢com- 
patible with the prevailing salary range 
for this type of employment. To ar- 
rive at a fair salary figure, it is logical 
to examine all of the advantages and 
shortcomings of the position. Are the 
advancement potentials good or poor? 
Are the working conditions favorable? 
Is the employer likely to be a good 
“boss”? Does the job call for long 
hours? Is the company’s location con- 
venient? Is there much travel? 


un 
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In listing job specifications it is im- 
portant not to add any unnecessary 
limitation, since that may rule out the 
best man for the job. Remember, each 
time another requirement is added to 
the list, a large segment of the popu- 
lation may be removed from the avail- 
able group. 


Major Sources for Locating 
Personnel 


The surest, safest and fastest 
method of finding a competent em- 
ployee for a client is to rely on some- 
one who is already known to you to 
be suitable for the job, or on a very 
close personal recommendation. ['re- 
quently a public accountant will rec- 
ommend a former staff man. Some- 
times, due to advancement limitations, 
he might recommend a present staff 
man. He may be contacted by a 
former employee of a client when he 
becomes available for another change. 
There are instances where the right 
person is suggested by a friend or 
business acquaintance. In any event, 
there is no better source for filling a 
position than the personal contact. 

Unfortunately, for the interviewer, 
he cannot always come up with the 
right person the “sure way”. He must 
at times resort to other methods such 
as placing blind advertisements in 
newspapers or trade publications; an- 
swering Situations Wanted ads placed 
by men looking for that particular 
type of employment; or contact with 
a personnel agency. 


Limit the Number of Interviews 


The public accountant who does an 
interviewing service for a client is 
anxious to do the job as —— 
as possible and still come up with < 
few satisfactory candidates for his 
client’s final selection. No matter what 


* Functional Resume: 
the chronological. The 


sources are used, if the interviewer 


sets a fair pattern in arriving at job 
specifications and adheres to that pat- 
tern, he will ordinarily reduce the 
number of candidates for preliminary 
interview purposes. The following are 
some principles to be followed to make 
the advance selection for interview 
more efficient: In answering a Situa- 
tions Wanted advertisement you can 
avoid wasting time by: 

1. Reading between the lines. Generally 
the ad writer tells the truth in his 
brief ad, but unfortunately he does 
not always relate all of the important 
facts. In reviewing Situations Wanted 
ads to determine worthwhile selections, 
pay as much attention to what is nol 
included in the ad as to what is in- 
cluded. If information which is usu- 
ally considered pertinent to employ- 
ment is eliminated, it is generally a 
time-saver to avoid contacting the 
advertiser. Look for a guide to his 
salary range, details of educational or 
professional achievement, details re- 
garding description of duties, job titles, 
and a clue to age. When the ad fails to 
state or imply certain facts, you can 
generally assume negative ch aracteris- 
tics with respect to the unstated facts. 
Remember, a Situations Wanted ad can 
be brief and still state all of the vital 
information customarily included. 

2. When you answer the ad, request the 
applicant to submit a chronological 
record of employment, in detail, prior 
to interview. If you are pleased with 
the complete record, then arrange for 
a personal interview. 


In placing a newspaper ad, you can 
avoid wasting time by: 


1. Including all of the limitations, quali- 
fications, and a complete description of 
the job. State ‘the salary range and 
insist upon complete details. Give your 
secretary the list of major qualifica- 
tions, and have her eliminate from the 
answers those who do not basically 
conform. In general, you will save 
time by interviewing only those who 
furnish a complete chronological re- 
sume of education and employment 
history. Too frequently, the func- 
tional* type of resume gives a dis- 


There are essentially two types of resumes; the functional and 
functional resume eliminates most of the detail which normally 


appears on application blanks, and discusses in narrative form the various duties pevkeeened 
during the applicant’s working career. It is sometimes used to hide a record of poor 
employment stability and lack of progression and achievement. The chronological resume 
lists the name of each employer and the duties performed in each job, all in time sequence. 
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torted impression of the individual, and 
too frequently it is prepared by a 
“ghost-writing” service. Comparison of 
a large group of functional resumes 
will often uncover much similarity in 
wording. Sometimes this similarity ex- 
tends into complete paragraphs. Gen- 
erally the interviewer wants to see 
these questions answered before he will 
respond to the letter or resume: 
Where did the applicant work? What 
are the dates of his various jobs? 
What did he do in each job? What is 
his education? How much salary does 
he want? 


In contacting a personnel agency, 
you can avoid wasting time by: 


Making the job specifications clear to 
the placement manager. Limit the inter- 
views by insisting that the specifications 
be adhered to in precise detail, and require 
that the agency get approval before devi- 
ating from the job order. 


How to Conduct the Interview 


The main goal, as previously stated, 
is to come up with the most compe- 
tent individual as expeditiously as 
possible. Here are some rules to fol- 
low to speed up the search without 
sacrificing care of selection: 


1. Each of those who are to be inter- 
viewed should be informed that you 
can only allocate a specified amount of 
time for an interview. If the applicant 
is forewarned, there is no embarrass- 
ment in concluding the discussion at 
the end of the allotted time. You may 
not be able to determine positively 
that he is the right man in that period, 
but you can easily find out if he is the 
wrong man. If you think the appli- 
cant has Some merit, contact him again 
for a more lengthy interview. 

Make sure that before you talk to a 
candidate, you either have a completed 
application blank or a detailed chrono- 
logical resume on your desk. If he is 
applying for a type of employment 
wherein it is possible to test him, have 
your secretary administer a test prior 
to interview. 


to 


3. After you have interviewed several 
competent applicants, arrange for those 


who are suitable to see your client. 
Extending interviews over a_ long 
period, after you have found several 


good prospects, is a waste of time. 

4. Consider only those whose appearance 
and personal habits would be repre- 
sentative of you and your firm. Al- 
though the man selected will not be 
working for you, in connection with 
this recommendation he comes from 
your office and should possess the same 
standard of appearance that you re- 
quire of your own staff. 


Ask technical questions where pos- 
sible. Don’t shy away from this func- 
tion because of the high level of em- 
ployment. If the position is one of 
top responsibility and, for example, 
calls for a knowledge of taxes, do not 
hesitate to ask tax questions of the 
applicant. The man who _ becomes 
offended at this procedure is often one 
who is trying to cover up lack of 
knowledge. Do not assume that be- 
cause of his employment record he 
must be technically qualified. If prac- 
tical, give him a formal and written 
test. Encourage the applicant to talk. 
Try to get him to give examples of 
application of intelligence and _ techni- 
cal know-how applied to specific ex- 


un 


periences. 
6. Before referring someone to your 
client, have your secretary make a 


brief reference check. Don’t forget to 
get the applicant’s permission first. If 
the candidate appears to be about ready 
to get the job offer, then have your 
secretary check all of the references, 
including a verification of his pro- 
fessional attainments and education. 


The public accountant, because of 
his broad experience, his objective ap- 
proach and his extensive technical 
knowledge, is often the one best quali- 
fied to screen applicants for key posi- 
tions with clients. The success of any 
business organization depends to a 
great extent on the calibre and capacity 
of its employees. Each way that a 
public accountant contributes to the 
success of his client promotes both 
good client relations and good public 
relations for the profession. 


L_A(\n_ > 


1933 


721 





Generally Accepted Auditing Standards * 


(THEIR SIGNIFICANCE AND SCOPE) 


The Board of Directors of the Society feels that the growing acceptance 
by the profession throughout the country of the pronouncements of 
the Committee on Auditing Procedure of the American Institute of 
Accountants, makes it a matter of great importance that all members of 
the Society be fully. informed with respect to them. Accordingly, it has 
been decided to publish, in serial form, in THe New York CERTIFIED 
PusLic AccouUNTANT, the two principal Institute publications in which 
they are set forth, namely, “Generally Accepted Auditing Standards, 
Their Significance and Scope’, and “Codification of Statements on 
Auditing Procedure’. The following reprint is the second in this series. 


STANDARDS OF FIELD WORK 
As presented herewith, these standards are: 
Adequacy of preparatory planning of the field work. 


] 
2. Proper evaluation of the examinee’s existing internal control for reli- 
ance thereon by the auditor. 


3. Competence of evidential matter. 


These standards to a great extent are interrelated and interdependent, as 
becomes readily apparent from even a brief study of the Codification. Moreover, 
the same circumstances which would be germane to a determination of whether 
one of such standards has been met may be equally applicable to a test of a 
second. For example, the elements of “materiality” and “relative risk’ are 
pertinent to all of the procedural standards, both those of field work and those of 
reporting as well. A brief reference to them here may be helpful. 


Materiality 


There should be stronger grounds to sustain the auditor’s informed 
opinion in respect of those items which are relatively more important and in 
respect of those in which the possibilities of material error are greater. Tor 
example, in an enterprise with relatively few, but large, accounts receivable, 
the individual items themselves are more important, and the possibility of major 
error is also greater, than in another enterprise which has a vast number of 
small accounts aggregaiing the same total. In industry and merchandising, 
inventories are of relatively great importance in both the balance sheet and the 
statement of income, and may accordingly entail a much greater expenditure of 
the auditor’s time than, say, the cash on hand; or again, than the inventories of 
a utility company. Similarly, accounts receivable will receive more attention 
than prepaid insurance. However put in words, the principle of materiality is 
inherent in the work of the auditor. 


Relative Risk 
The degree of the risk involved also has an important bearing on the 
nature of the examination. In the light of possible irregularities cash transac- 
* Copyright, 1954, by the American Institute of Accountants; reprinted by permission. 
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Generally. Accepted Auditing Standards 


tions are more vulnerable than inventories and the work undertaken on cash 
may require it to be carried out in a more conclusive manner, without, how- 
ever, necessarily implying a greater expenditure of time. Titles to properties, 
again, may be as valuable as marketable securities owned, but they are not 
negotiable instruments and thus the standards of audit procedure in their 
examination are less exacting. Arm’s-length transactions with outside parties 
are usually subjected to less detailed scrutiny than those relating to intercom- 
pany transactions or those with officers and employees, where the same degree 
of disinterested dealing cannot be assumed. Or from another angle, more 
attention may be given to repair charges in the case of a company with profitable 
operations, where the tendency may be to charge improvements as repairs, than 
in one which is unprofitable, where the tendency may be to capitalize repairs. 
In the latter case, closer scrutiny of items capitalized may be necessary. 

The effect of internal control on the scope of an examination is the out- 
standing example of the influence on auditing procedures of a greater or lesser 
degree of risk of error. The primary purpose of internal control is to mini- 
mize the risks of errors and irregularities, and the more adequate and effective 
the system, the smaller the risk and the less extensive the detailed examination 
and testing required. The auditor’s reliance upon internal control is based upon 
the belief that if a number of persons take part in initiating, carrying through, 
recording, and controlling a transaction, the probabilities are strong that the 
transaction is a real one and is properly recorded, especially if the individuals 
are independent of one another. On the other hand, where the internal control 
is necessarily limited or severely restricted, the examination to be made should 
be more comprehensive in character because of the relative risk involved. 

As already mentioned, a characteristic of accounts receivable in certain 
types of businesses, as, for example, public utilities, is the existence of a rela- 
tively large number of accounts, as those arising from residential service, where 
ordinarily the balance in any individual account is small. The risk of material 
error being manifestly much less than in those cases where the total of accounts 
receivable is represented by relatively few accounts with large individual bal- 
ances, circularization of consumers in public utility examinations is undertaken 
as a test upon the functioning of the internal control of the company rather 
than for determining the correctness of individual account balances. Those 
matters which could be most material necessarily require the greatest degree of 
certainty. This does not necessarily mean that the most material items will 
require the greatest expenditure of audit time nor, conversely, that the least 
material items can be substantiated most quickly, for it not infrequently hap- 
pens that the auditor is confronted with a condition in which the exercise of 
due care makes necessary an extended program of work which, superficially, 
might seem out of proportion to the amount of money involved. In all these 
situations, the underlying considerations are not only the time devoted by the 
auditor but often also the degree of concentrated effort and thought expenditure. 

It is standard procedure for department stores and other retail establish- 
ments to deliver merchandise to customers without requiring receipts evidencing 
such delivery. This procedure leaves the seller very little useful evidence which 
he could produce to defeat claims of nondelivery. Such practices are not the 
results of oversight but result from an election to assume a calculated risk. The 
effort and expense involved in alternative procedures, which are most satis- 
factory from the point of view of protection, have been determined to be exces- 
sive and out of proportion to the economic benefits to be gained by their 
adoption. 
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It is one thing for establishments of the kind mentioned to forego full 
protection based upon consideration of the expense attaching to alternative pro- 
cedures. It is quite another for the auditor to base his judgment on the same 
factors. It is doubtful that the failure by an auditor to undertake a required 
procedure could be excused solely on the ground that “it cost too much.” 
Nevertheless, one of the circumstances which may be justifiably considered in 
determining “required” procedures is the economic factor of expense involved, 
particularly when this factor is properly evaluated in relation to the elements 
of risk and materiality. 

Observation of material amounts of inventories in many examinations 
might well be required procedure even though the inventories be located at 
points which are difficult and costly to reach. On the other hand, the procedure 
of observation, inspection or counting should not be applied blindly to all inven- 
tories wherever located. The auditor, in establishing his program and deciding 
upon the points at which that procedure should be applied, properly may con- 
sider the element of expense. In general, the factor of expense should be con- 
sidered in selecting one of several alternative procedures but should not be 
relied upon to justify failure to obtain reasonable grounds for an opinion. As 
a guiding rule, it may be stated that there should be a rational relationship 
between the cost and the value of the benefit acquired, or the protection pro- 
vided, by the work undertaken. 


Adequacy of Preparatory Planning of the Field Work 


In the Codification (page 8) this first consideration of field work standards 
found recognition in the following: 

“Not only the method of his [the independent auditor’s] appointment is 
important. Both he and his client benefit when he is engaged early in each 
fiscal year so that he may carry out part of his work during the year. . . .” 

The brevity of this statement is in no sense a measure of its significance. 
In the committee’s deliberations, it has received important attention, for it is 
realized that in a number of respects the proper execution of procedures depends 
on early arrangements therefor. Particularly is this recognized to be true with 
regard to the auditor’s functioning in connection with physical inventories, 
where early consideration of preparatory measures is frequently vital. 

The discussions of inventories and receivables in interim financial state- 
ments, which appear on pages 24-25 and 27-28 of the Codification, and the four 
case studies in inventories, which appear on pages 33-40 of the same booklet, 
clearly reflect the need of observing this standard of adequate preparatory 
planning. Possible situations like those in the first and second case studies in 
inventories can often be effectively met only through careful arrangements made 
beforehand. As to the first case study, if the undesirability (from an audit 
viewpoint) of certain operating procedures is brought to the attention of the 
management early enough, remedial measures may be instituted in time for 
their beneficial effects upon the situation which the auditor will face later on. 
The second case study illustrates the need of the auditor’s participation in the 
formulation of plans for the taking of the physical inventory. 

This standard has to do particularly with the timeliness of procedures and 
the orderliness of their application. 

The timeliness with which auditing procedures are undertaken concerns the 
proper timing or synchronizing of their application. It thus raises the question 
—all with reference to the degree of internal control existing—of simultaneity 
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in the examination, for example, of cash on hand and in banks, of securities 
owned, and of bank loans, etc. It may—or may not—require the element of 
surprise; the need of establishing audit control over assets readily negotiable, 
effective coordination of various phases of audit work, and the establishment 
of a proper cut-off at a date other than the effective date of the examination 
likewise are involved. 

Combined with this matter of proper timing is the need of orderliness with 
which procedures are carried out, as is apparent, for example, in the application 
of the auditing procedures for inventory observation and testing to preclude 
the perpetration of fraudulent devices otherwise possible. Proper preliminary 
review of proposed physical inventory procedures, as planned by the company, 
is as essential for this purpose as is proper coordination between the receipt 
and the shipment of goods, and goods on consignment, etc., and their treatment 
in the books of account and the physical inventories. In the matter of examin- 
ing securities, where these are of considerable volume, proper preparatory 
planning may be necessary to guard against deliberate substitution of securities 
already counted for those not yet counted. 

I'rom what has been said in the preceding, the question may well be put 
to whether it implies that the auditor is precluded from accepting an engage- 
ment which comes to him or after the fiscal year closing, date (or other 
effective date for his audit). The answer, of course, is in the negative with 
an admonition, however, that a particular duty is incumbent upon him to make 
certain that the circumstances permit his proper functioning, whether his report 
can be given without qualification or whether a duly qualified report may be 
acceptable—as well as possible. Even if physical inventory, for example, may 
not yet have been taken, the fact that the auditor had not participated in the 
preparation therefor might militate against its acceptability when taken; or the 
situation might be met either by a postponement of its taking to permit of the 
auditor’s participating in the instructions therefor, or, where already taken, by 
a new inventory to remedy the audit defect. 

In the important matter of field work allotment as between preliminary 
work performed before the effective date (or the closing of the accounts there- 
for) and the final work performed thereafter, much valuable experience has 
been gained in the recent years, mothered by the necessity during World War IT 
and subsequently of meeting a required time for final reporting with all the 
difficulties inherent in manpower and other problems. The auditor has found 
that much of his work which previously had been done after the closing of the 
accounts could be done even more satisfactorily as a part of his preliminary 
work. Aside from that relating to inventories and plant accounts, it has been 
found that work performed in connection with receivables and cash (but not 
excluding other items as well) in checking upon management’s representations 
as of an earlier date yielded even better results than when performed in the 
stress of postclosing work. 

Without any exhaustive explanation for this ascertained advantage, it may 
suffice here to make mention of one simple aspect of the matter. Taking for 
illustration an audit engagement requiring, say, 200 man-days of field work for 
its performance, it is not difficult to understand—just to stress one point alone— 
why five men working forty days would have the advantage over ten men work- 
ing twenty days by reason of the resultant greater degree of familiarity, in the 
case of the former, with the records under audit. Problems, of course, are 
involved in this timing readjustment, such as a maintained audit control over 
securities that have been inspected, but they have by no means been insuperable. 
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Proper Evaluation of the Examinee’s Existing Internal 
Control for Reliance Thereon by the Auditor 


The independent auditor must exercise his best judgment in determining 
the scope of his examination and in deciding whether the interests of stock- 
holders and creditors justify the time and expense involved in the extension of 
any particular line of inquiry. To a considerable extent, both his selection of 
the appropriate auditing procedures and his determination of the extent of the 
tests to which such procedures are restricted are influenced by the reliance he 
places upon the examinee’s internal control. Accordingly, it is the duty of the 
independent auditor to review the system of internal control so as to determine 
the extent to which he considers that he is entitled to rely upon it. To exhaust 
the possibility of exposure of all cases of dishonesty or fraud, the independent 
auditor would have to examine in detail all transactions. This would entail a 
prohibitive cost to the great majority of business enterpri 
would pass all bounds of reasonable expectation of benefit or safeguard there- 
from, and place an undue burden on industry. 

It is worthy of repetition that the extent of sampling and testing should 
be based upon the independent auditor’s judgment as to the effectiveness of 
internal control, arrived at as the result of investigations, tests, and inquiries. 
Depending upon his conclusions in this respect, the independent auditor should 
extend or may restrict the degree of detailed examination. 

The function of internal control, from the viewpoint of the independent 
auditor, is to provide some measure of assurance that errors and irregularities 
may be discovered with reasonable promptness, thus minimizing risk. Adequate 
evaluation of a system of internal control requires not only a knowledge of the 
procedures and methods in use and an understanding of their function and limi- 
tations but also a reasonable degree of assurance that the procedures actually 
are in use and are operating as planned. The matter of determining the extent 
of reliance upon the testing technique is not always something solely for initial 
determination at the time of the audit’s beginning. The extent as originally 
fixed may be predicated upon assumptions with regard to the actual functioning 
of the internal control which the auditor’s testing may show not to be as repre- 
sented; with the premises thus altered, a revision of the testing scope may be 
appropriate. 

The review of internal control is one of the most important of the steps in 
proper planning of the audit and must not be casually undertaken or carelessly 
performed. In so far as the circumstances permit, the auditor should independ- 
ently acquire a personal familiarity with the procedures and methods in use. 
A systematic and clear record should be made of the facts developed by the 
review. In his record, the prudent auditor will make a clear distinction between 
those facts which he has independently established and those which, by force 
of circumstances, he has accepted based upon oral representations. 

Assurance that the internal control is functioning as planned should be 
obtained as the audit procedures adopted are applied. For this reason many 
auditors prefer not to make a separate task of evaluating the internal control 
as a whole but rather to make their review of the controls applicable to the 
various activities while the related accounts are being audited. This correlated 
approach makes it possible to amend the program of audit to suit prevailing 
conditions. 

One approach frequently employed in checking on the effectiveness of the 
system of internal control is by tests made in relation to particular accounts 
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and records. For example, certain expense accounts may be selected and an 
assistant instructed to procure and examine all of the evidence supporting the 
entries in such expense accounts for a stated period; or, to use another illustra- 
tion, one of the books of original entry for a selected period may be subject 
to detailed examination. Extensive insight into a system of control also can 
be obtained by investigating a series of related transactions. For example, 
review of the data supporting the various steps arising from a certain requisi- 
tion for materials, including the preparation of the purchase order, the record 
of the receipt of the material, the approval of the voucher for payment, payment 
therefor, and tracing the transactions to the particular accounts, is often more 
revealing than the examination of vouchers or checks for a specified period of 
time. 

Where an internal auditing department exists, the independent auditor 
very properly accords that fact appropriate weight in selecting and applying 
his auditing procedures. The advantages of strong internal auditing depart- 
ments are becoming better recognized by many concerns of sufficient size to 
warrant maintaining such an organization. It may be appropriate, however, to 
insert here a word of caution. 

Internal auditing departments are an important part of the system of 
internal control, particularly where a concern has numerous plants or offices. 
The work of the internal auditor reduces the volume of testing and checking 
required of the independent auditor. However, the objectives, purposes, and 
points of emphasis of the two are by no means parallel. An internal audit 
stresses particularly the accuracy of the bookkeeping records, the fact that 
they conform with standard accounting procedures of the concern, and the 
discovery of irregularities and possible shortages. The independent auditor 
also has these matters in mind but they are not his primary objective. He 
concerns himself more particularly with the soundness of the judgments of 
the management as reflected in the financial statements and their conformity 
with generally accepted accounting principles and conventions. Furthermore, 
one of the safeguards of an independent audit is the fact that it is made by 
those independent of the concern under examination. For the reasons stated, 
an internal audit, however efficient, cannot be considered as a substitute for the 
work of the independent auditor. 

Without attempting any expansion of the restricted purview of this report 
by discussing the various elements that constitute an adequate system of internal 
control,’ it may be appropriate here to emphasize that the effective boundaries 
of such a system extend beyond the frequently stressed desirability of a sharp 
division between the handling and the recording of transactions in a concern’s 
accounting and financial departments. The proper area of such a system will 
include the duly coordinated functioning not only of the receiving department 
for materials and the shipping department for product, but of the purchase 
department and the sales department as well. It will, moreover, properly extend 
to a system of plant construction authorizations or systems of operating 
budgets; where such systems are adequately devised and conducted, they may 
well justify the auditor’s reliance thereon in the planning of his audit program. 

While the application of audit procedures by tests in lieu of complete check 
fully conforms to the requirements of auditing standards when the extent of 
such tests rests upon carefully exercised judgment and, therefore, provides a 





3 See Internal Control, a special report of the committee on auditing procedure (1949), 
for a discussion of the elements of a coordinated system and its importance to management 


and the independent public accountant. 
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proper basis for the auditor’s expression and opinion, it must be borne in mind 
that while the testing technique is justified on the ground of the general imprac 


ticability of a complete check, manifestly it does not afford the same degree’ 


of assurance; and it follows that where a complete check entails little or no 
additional effort or expense, testing may lose its justification. 

The testing technique thus rests for its justification upon its reasonable- 
ness, which in turn involves a variety of circumstances. What might be termed 
the volatility of assets would be another consideration; the fact that the inven- 
tories of a certain concern are unquestionably in the testing technique area is 
no reason for extending that area to its portfolio of investment securities. 

While relative risk is properly to be given due consideration in the matter 
of the selection of items for testing, the mere matter of difficulty involved in 
testing a particular item is not a valid basis for its omission. A case in point 
many years ago concerned a situation where well over a third (in aggregate 
value) of the inventories were carefully subjected to the physical testing tech- 
nique, giving an assurance of acceptability of the entire inventory which was 
subsequently found to be unwarranted because the omitted items were wholly 
in a warehouse in which both the arrangement of the goods and the complexity 
of the records presented such added difficulties that the examiners had decided 
against their inclusion in the testing program; a shortage existing in that ware- 
house by reason of official manipulations facilitated by those difficulties was 
of amount sufficient to place the concern in bankruptcy. The very fact of those 
difficulties, entailing the possibility of serious discrepancy, should, of course, 
have given that warehouse a definite preference in the selection of items for 
testing. 

The Codification deals with considerations involved in this standard of 
proper evaluation of the system of internal control in a number of places, 
including pages 23, 24, 27, 33-42. 


Competence of Evidential Matter 

Considerations of the competence of the evidential matter on which the 
auditor relies to sustain his opinion were given much attention in the Codifica- 
tion, for extended procedures set forth therein were predicated on the same 
recognition of the truism that “circumstances alter cases,” which was further 
emphasized, in the accountant’s report or certificate, by specifically relating 
the procedures employed to those that were “considered necessary in the circum- 
stances.” In no phase of the auditor’s work is this of greater importance than 
in the case of inventories and receivables, as to both of which the Codification 
makes its recommendation of the procedures described therein subject to the 
qualifying clause “wherever practicable and reasonable.” The exceptions where 
such procedures may not be practicable and reasonable may be important ones 
which, therefore, may require careful consideration of whether other procedures 
are possible. 

In the extended procedures which the Codification prescribes for inven- 
tories, for example, a line of demarcation is indicated between cases of physical 
inventory-taking where the observation thereof alone may suffice and cases 
where the auditor may additionally “require physical tests of inventories to be 
made under his observation ;” in the case of inventories in public warehouses, 
existing conditions may or may not require the auditor to make supplemental 
inquiries. 

So, too, with the extended procedures in regard to receivables—aside from 
the question of cases where confirmation might be found to be not practicable 
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and reasonable—there is visioned a wide variety of different situations so that 
“the method, extent, and time of obtaining such confirmations in each engage- 
ment, and whether of all receivables or a part thereof, shall be determined by 
the independent certified public accountant as in other phases of procedure 
requiring the exercise of his judgment.” 

Evidential matter may be divided into two categories. The first would 
include data available internally, or within the examinee’s organization. The 
second would embrace the type of evidence developed by the auditor himself 
outside the sphere of such normal organization records and routines. 

Internal evidence would be the books of account and all of the collateral 
memoranda and documents incidental to and supporting recorded transactions, 
such as journal entries, checks, vouchers, invoices, bank statements, contracts, 
and minutes of board meetings. The auditor’s examination of the internal evi- 
dential matter is accomplished through his tests. There is no magic formula by 
which a proper degree of testing may be established any more than there is a 
uniformly satisfactory method of selecting the audit procedures which are 
appropriate. Tests made haphazardly are without significance and will be of 
little comfort to the auditor who is called upon to demonstrate that he has exer- 
cised due care in his examination. The objective of testing is to determine 
whether reliance may be placed upon the examinee’s representations as ex- 
pressed in the books of account and financial statements. The appropriate de- 
gree of testing will be that which may reasonably be relied upon to bring to 
light errors in about the same proportion as would exist in the whole of the 
record being tested. 

External evidential matter may be taken to embrace whatever evidence the 
auditor adduces himself in supplementation of the internal evidence. Besides 
confirmations requested from various sources, it would thus also include inspec- 
tion or observation by the auditor of the physical existence of assets, as he 
does when he counts cash and securities and attends the taking of physical 
inventories ; inquiries directed by the auditor to various officials and employees 
in connection with required liability certificates, etc. A few words illustrative 
of certain procedures, with particular reference to the varying considerations 
involved in their conformance or non-conformance with auditing standards, 
may assist in a comprehension of this phase of the subject. 


Confirmations: Substantiation of material amounts of cash on deposit re- 
quires the obtaining of direct confirmations or certifications from the depositary. 
Determination of the bona fides of the depositary (where such may not other- 
wise be relied upon) and of the availability of the cash balances are inherent 
in a proper procedure. Examination of receivables requires direct communica- 
tion with debtors, where such procedure is practicable and reasonable, the 
method and extent thereof being dependent upon the circumstances. Where 
securities and portions of inventories are held by outside custodians, confirma- 
tions obtained from custodians are valueless unless there is reasonable evidence 
of the bona fides of the custodians. Liabilities to banks, trustees, and mort- 
gages (and to others where deemed necessary in the circumstances) require 
confirmation by direct communication with the creditors; likewise, outstand- 
ing stocks and bonds are confirmable by communication with registrars, transfer 
agents and trustees where such exist. 


Inspection or Observation: The substantiation of cash and securities on 
hand and of inventories on the premises is usually accomplished by means of 
inspection or observation procedures. Materiality of amounts and the practica- 
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bility and reasonability of application of the procedure are factors which de- 
mand careful judgment and they are determinants of the steps which may be 
applicable under the circumstances. 


Specific Inquiries: One of the auditor’s most difficult tasks is the ascer- 
tainment of any unrecorded liabilities to which no direct reference appears in 
the accounts. Most auditors ask the examinees (and in instances their attor- 
neys) for written assurances to the end that all known liabilities may be taken 
as properly accounted for in the books. Inquiries are also standard procedure to 
elicit information as to the existence of contingencies and the pledging of assets. 
Such inquiries, and the responses obtained, are not to be considered as a substi- 
tute for, but rather as a complement of, a proper examination. The auditor 
should avail himself of every practicable means of substantiation of information 
developed by inquiries. 

Mention has been made in the preceding remarks about exceptions to the 
prescribed inventory and receivable procedures in instances where such pro- 
cedures would not be “practicable” or “reasonable.” While statements on 
auditing procedures further clarify such exceptions,* two situations may be dis- 
cussed here which bring out the necessity of the auditor’s assuring himself, in 
regard to evidential matter, that the procedures he selects have real evidential 
competence in the particular circumstances of the case he is dealing with. The 
first of the ensuing illustrations—that dealing with a type of in-process inven- 
tory—serves to bring out the limitations of a so-called physical inventory cor- 
roboration where the conditions largely deprive that procedure cf real evidential 
competence for determination of proper costs. The second deals with the real 
objective—sometimes not too well understood—inherent in the confirmation 
procedure. 

The in-process inventory of a concern which manufactures a variety of 
products and determines their costs on a job—or production—order basis 
illustrates a situation where the requirement of physical inventory-taking by 
“weight, count, or measure” would be unreasonable because any quantitative 
determination would be purposeless; for, since the costs as thus compiled— 
looking only to the final finished product—do not purport to determine costs 
at the various stages of incompletion (as opposed to those of a standard or 
process system of costs), no ultimate satisfactory valuation of the quantities 
physically inventoried would be possible. 

But this would not warrant the auditor’s accepting the book values of such 
in-process inventories as shown by the cost records, without some alternative or 
supplementary procedure. He can, in any event, establish “physical contact” 
with such inventories by accounting for all or a portion of the jobs in process, 
as called for by the cost records, through identification thereof with tags or 
labels or other record accompanying the unfinished product in its various places 
throughout the plant. 

While this would assure the bona fide existence of the job orders as such, 
the absence of any feasible “weight, count, or measure” might, of course, 
operate against a conclusive corroboration of their aggregate dollar cost as called 
for by the cost records; it might still be possible, for instance, for materials 
issued from stores and improperly diverted to have been charged to such job 
orders without such impropriety coming to light. It may be found, however, 


4See Codification of Statements on Auditing Procedure (page 21) for brief discussion 
of rare situations in which the procedures are practicable and reasonable and other pro- 
cedures can be employed to enable an accountant to express an opinion. 
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that a final check of the total job-order costs upon the subsequent completion 
of all such jobs might be practicable, through a comparison of such ultimate 
costs, for example, with original engineering estimates. 

In each situation of this type it is incumbent upon the auditor to study 
the existing conditions to ascertain what means are at hand for his becoming 
fully satisfied to accept such book inventories unsubstantiated by any “weight, 
count, or measure” physical inventorying. Indeed, where conditions permit 
of any such ultimate corroboration as that just indicated—a concluding compari- 
son, upon completion, with engineering estimates—the resultant valuation may 
be even better than in some inventoried cases; for it not infrequently occurs, 
where a full physical inventorying by weight; count, or measure has taken place, 
that the specification costs for all the intermediate processes are so difficult of 
determination that the final inventory valuation is less reassuring than in the 
best type of job-order case instanced above. 

The confirmation procedure in the case of receivables is essentially one 
of establishing the bona fides of the receivable as a valid claim against the 
indicated debtor and as a test of internal control rather than any determination 
of the debtor’s credit-worthiness. In cases where the auditor may require the 
internal evidence as to its credit-worthiness (such as the debtor’s record of 
payment, etc.) to be supplemented by external evidence, he may. have recourse 
to mercantile ratings, bank references, his financial statements, or the like, 
though at times the confirmation procedure does assist in that respect; usually, 
however, the reliance placed on that procedure is to serve the purpose of deter- 
mining that the receivable is neither a fictitious one in its inception nor one 
that, though bona fide in its origin, is actually less in amount than that shown 
by the books because collections made have been manipulated through some kind 
of “kiting” irregularities. 

Where situations are encountered in which debtors with large balances 
persistently refuse to honor confirmation requests, the use of negative confir- 
mations would not constitute compliance with auditing standards. Instances are 
receivables owing by the United States Government, and those of large cus- 
tomers with many scattered purchases (certain merchandising concerns, for 
instance) who assert that their manner of account-keeping precludes the possi- 
bility of correctly replying to confirmation requests. In such instances of the 
impracticability of the confirmation procedure other measures must be resorted 
to. By way of illustrating one such, the auditor may find it practicable during 
the period of his field work to have customer remittances cleared of record 
through his staff, so that these remittances may be properly identified with 
respect to the items comprised in the aggregate balance of each such important 
customer, with a view to detecting any “kiting” irregularities. 

The full attainment of compliance with generally accepted auditing stand- 
ards in the matter of selecting and applying procedures that will constitute evi- 
dence that is competent in the circumstances to sustain the auditor’s opinion is 
a matter for careful judgment exercise. In the case of confirmation requests 
covering accounts receivable, on the one hand, and accounts payable, on the 
other, there are these elements, for example, to be considered. In the case of 
accounts receivable, the asset may generally be regarded as stated at least in its 
entirety, the objective of confirmation being to reveal any possible decrease of 
the claimed asset; there are, of course, exceptions but in most cases of irregu- 
larity this is true. In the case of accounts payable, however, the strong proba- 
bility, if there are irregularities, is that liabilities have been omitted, so that 
even a 100 per cent confirmation of all recorded payables might prove nothing 
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with regard to the substantial omission from the books of a liability that was 
not recorded but should have been. 

On the other hand, in the case of the available internal evidence for one or 
the other, it may be found that such evidence affords a check of the accounts pay- 
able (the examinee’s canceled bank checks and related creditors’ invoices, for 
example) that is more reliable than the corresponding internal evidence for the 
receivables (whether sales or shipping data or evidence as to collections). The 
functioning of the system of internal control may often supply the answer to 
such questions as these. 

In making his decision, the auditor may further need to consider such 
pertinent matters as the widely scattered record of a given creditor’s whole 
account (where a voucher register is used without any efficient over-all sum- 
mary of items) as well as the practicability of negative confirmations to cover 
a wide range of receivables (as against the lesser utilization of positive requests 
for payables). Large accounts might, in any event, be subjected to confirma- 
tion but in the case of smaller balances the auditor might decide for the external 
confirmation procedure for receivables and the internal checking procedure for 
payables. 

Merely to further instance—without any attempted elaboration herein—the 
kind of problems whose solution will indicate the attainment of this standard: 
One such concerns the necessity or non-necessity of checking the numerical 
identity of securities, in connection with their inspection, against the possibility 
of improper substitution. Another is the use of the so-called “second bank recon- 
cilement,”’ where such a reconcilement, if made too detached from the first, 
might not serve its real purpose—corroborating the outstanding or reconciling 
items of the first reconcilement. 

The bulk of an auditor’s work in obtaining information upon which he 
may base‘his opinions is in the examination of accounting evidence. The test 
of the validity of such evidence lies in the experience and judgment of the 
auditor; in this respect it differs from legal evidence which is circumscribed by 
rigid rules. In appraising the value of available evidence, the auditor must con- 
sider its historical background. Information which is developed as a matter of 
routine ordinarily may be accorded more reliance than might attach to casual 
memoranda. 

To discharge the requirements of due care, the auditor should defer final 
determination as to his procedures until he has obtained a dependable under- 
standing of the available evidence and—of equal importance—formed some 
judgment as to its reliability. Although he does not profess to be an expert 
on forgeries, he must be alert to recognize inconsistencies and apparent altera- 
tions which would reflect upon the value of the data. 

The instances where the Codification deals in one way or another with the 
“competence of evidential matter” are fairly numerous. Parts of the discus- 
sions on pages 23-29, 33-34, 40-42 and 48-57 are in point. 
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New York State Tax Forum 











Conducted by BENJAMIN Harrow, C.P.A. 


Franchise Tax on Real Estate 
Corporations—2% Tax Upon 
Dissolution 


Upon liquidation of a real estate 
corporation a tax of 2% is levied on 
the earned surplus balance. In effect, 
the distribution in liquidation of the 
earned surplus is treated as the dis- 
tribution of a dividend. One of our 
members would like to know if this 
provision in the law applies to a for- 
eign corporation that sells real estate 
located in New York (that being its 
only asset and then liquidates in New 
Jersey, the state of incorporation. 

Upon the sale of the real estate the 
corporation ceases doing business in 
New York as a real estate corporation. 
The Commission might attempt to 
change the classification of the corpo- 
ration at that point to that of a busi- 
ness corporation. Such a change would 
subject the corporation to the addi- 
tional tax of 2% on its earned sur- 
plus. However, the withdrawal of the 
corporation from the State would pre- 
vent the Commission from asserting 
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any effective jurisdiction over the cor- 
poration and it would seem that the 
foreign corporation is in a position to 
avoid this tax, something a domestic 
corporation could not do. 


Amended Franchise Tax Return 
Affected by Repeal of Sections 
452 and 462 of the Internal 
Revenue Code 
The retroactive repeal of Sections 

452 (prepaid income) and 462 (re- 

serve for estimated expenses) requires 

the filing of Form 2175 by December 

15, 1955, for the correction of 1954 

returns. Amended franchise tax re- 

turns based upon federal returns origi- 
nally filed are also required by the 

State Tax Commission: Deputy Com- 

missioner Kassell in an opinion issued 

October 5, 1955, states that a copy of 

Form 2175 may be filed with the State 

Tax Commission instead of an amend- 

ed franchise tax return. This, too, 

must be filed by December 15, 1955, 

together with any additional tax due. 


Unincorporated Business— 

Annual Exemption 

A business carried on in an unin- 
corporated form is subject to the unin- 
corporated business tax. Until 1952, 
the income from the liquidation or 
sale of a business was not subject to 
the tax, for the reason that a liqui- 
dation or sale was not the carrying on 
of a business. The law was amended 
in 1952 to include, as subject to the 
tax, income resulting from a liquida- 
tion or sale of a business. Deputy 
Commissioner Kassell issued a ruling 
holding that when a taxpayer sells his 
entire business property on the instal- 
ment plan, he continues to be subject 
to the unincorporated business tax for 
the years the annual instalments are 
being collected. However, the taxpayer 
is entitled to an annual exemption of 


(Continued on page 736) 


733 





Payroll Tax Notes 





Conducted by SAMUEL S. REss 


Unemployment Insurance — Small 
Business Firm’s Status Should Be 
Checked 


Accountants whose clients generally 
employ only one, two, or three employ- 
ees and have not been subject to New 
York State Unemployment Insurance 
heretofore, should examine carefully 
what their status may be under the 
New York State Unemployment In- 
surance law this coming January, 1956. 

As a result of new amendments to 
the law any firm which has -three or 
more employees on any day in 1956 
will become liable for the unemploy- 
ment insurance tax on wages for the 
rest of 1956, and for all of 1957 at 
least. Beginning January 1, 1957, any 
firm which has 2 or more employees 
on any day will come under the law. 
A firm which regularly employs only 
one employee will become liable if it 
employs two or more extra employ- 
ces, in addition to the regular em- 
ployee, even for part of a day during 
1956. 

Note, however, that if the extra em- 
ployees are persons in regular day- 
time school attendance and work for 
the firm after school hours or during 
vacations, unemployment insurance 
contributions need not be paid. Day- 
time students who attend school regu- 
larly are not considered employees for 
unemployment insurance purposes. 





SAMUEL S. Ress, an Associate 
Member of our Society since 1936, 
is a member of the New York and 
Massachusetts Bar. He has spe- 
cialized in the payroll tax field since 
the inception of this type of legis- 
lation in 1936. 

Dr. Ress is a member of the 
Society’s Committee on New York 
State Taxation and Chairman of the 
Sub-Committee on Unemployment 
Insurance. 
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However, their earnings are not ex- 
empted from the Federal Insurance 
Contributions Act tax and are subject 
to Federal Withholding Taxes. 


Termination of Coverage Under 
the New Law 


After January 1, 1956, to be relieved 
of liability as a covered employer un- 
der the unemployment insurance law, 
the request for relief must be made in 
writing. The employer must show 
that no more than one covered person 
was on the payroll for at least a full 
calendar year and that the firm was 
not liable for federal unemployment 
taxes. 


New Federal Unemployment 

Tax Coverage 

Starting next year, the Federal Un- 
employment Tax will be payable by all 
employers of four (formerly eight) or 
more employees on the payroll for at 
least part of a day in each of twenty 
different weeks during the calendar 
year 1956 and thereafter. 


Federal Unemployment Tax No 
Longer Payable in Quarterly 
Installments 
The Federal Unemployment Tax 

for the year 1955 must be paid in full 

at the time the return is filed, the sta- 
tutory due date being prior to Febru- 
ary 1, 1956. Under certain circum- 
stances, an application for an exten- 
sion of time for filing the return and 
payment of the tax may be made. 
There are times when such an exten- 
sion may be necessary in order to safe- 
guard against additional federal un- 
employment tax assessments resulting 
from the disallowance of full state un- 
employment insurance tax credits. 
Interest at 6% per annum must be 
paid on federal unemployment taxes 
paid after the statutory due date, re- 
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gardless of the granting of an exten- 
sion of time for filing the return or 
payment of the tax. The old law per- 
mitted the payment of tax in four 
equal quarterly installments on Janu- 
ary 31, April 30, July 31, and October 
31st, without additional interest being 
charged to the taxpayer who elected 
the quarterly installment method of 
paying federal unemployment taxes. 


Special Bulletin From New York 
State Division of Employment 
for New Employers of Less 
Than Four Employees 


Any employer who becomes subject 
to the law is required to register. Noti- 
fy the Division of Employment of the 
State Department of Labor in writing. 
Do not assume that you are not cov- 
ered because you have not received 
a notice regarding your coverage from 
the New York Division of Employ- 
ment. Write the Division of Employ- 
ment, New York State Department of 
Labor, 800 North Pearl Street, Al- 
bany 1, New York. 


New New York City Address of 
Division of Employment 


The new New York City office of 
the Division of Employment is at 500 
Eighth Avenue, New York 18, N. Y.; 
telephone, CHickering 4-7350. 


Computation of Unemployment 
Insurance Tax Rates and the 
Charging Formula 


The tax rate for a new firm remains 
at 2.7% for the first four years. After 
four years, an employer may qualify 
for a lower rate. An effort had been 
made last year to amend the law so 
that an employer might become eligible 
for a reduced rate after the lapse of 
one year of coverage under the New 
York law. The Federal Unemploy- 
ment Tax Act had been amended last 
year so as to permit a state law to pro- 
vide for a reduced tax after a single 
year of coverage and experience with 
an employer. Even though the Gov- 
ernor vetoed the bill passed by the 
1955 Legislature, to reduce the eli- 
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gibility period for experience rating 
qualification, it is almost certain that a 
similar bill will be presented to the 
state Legislature for action during the 
coming year. 


Tax Rate Reduction Jeopardized 
by Late Payment 


The individual account of an em- 
ployer is credited with tax payments 
made prior to sixty days after the due 
date, or if paid prior to notice and de- 
termination by the commissioner. If 
the payment is made after either of the 
aforementioned expiration dates, the 
General Account of the Fund is cred- 
ited, rather than the employer making 
the payment, thereby lessening the 
chances of securing a lower tax rate. 
Benefits paid to former employees are 
charged to the particular employer’s 
account even though the unemployed 
worker may be collecting benefits 
through no fault of the employer 
charged. 


How Employers Are Charged for 
Unemployed Claimants’ Benefits 


The charging formula used by the 
Division of Employment is something 
of a mystery to many employers and 
their accountants, in the cases of claim- 
ants who had not been employed by 
the employer just prior to the filing of 
an application for unemployment in- 
surance benefits by the claimant. How 
is it decided which former employer 
is charged and for how much? Only 
those firms which gave the claimant 
some work in the 52 weeks before he 
filed his claim can be charged in this 
way. ; 

The last employer is the first one 
debited for as many weeks of benefits 
as he gave the claimant weeks of em- 
ployment, not to exceed 26 weeks in 
the benefit year of the claimant. Then, 
the next to last employer is charged 
for the number of weeks of employ- 
ment provided by that employer, and 
so on back to the first employer until 
26 benefit checks have been paid to the 
unemployed claimant, or until the 
claimant gets a new job and holds it. 
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When a notice of benefit charge is 
made the charged employer should try 
to have the charges stopped by making 
a job offer to the claimant. 


Unemployment Benefits and 
Disqualifications 


Accountants should familiarize them- 
selves with the benefit schedule and 
the conditions under which benefits 
may be paid legally, so as to prevent 
unwarranted benefit charges to the 
employer-client’s account. Full bene- 
fit checks range from $10 through $36 
per week, based on average earnings 
ranging from under $16 to over $70 
per week. The claimant must show 
that in the 52 weeks before he filed his 
claim, he worked in covered employ- 
ment during at least 20 different weeks 
with earnings of at least $300, in those 
20 weeks. 


If the claimant left his job without 
good cause, his benefits will be held up 
for at least 6 weeks, unless he gets a 
bona-fide job during that suspension 
period and loses the job legitimately, 
Loss of a job due to misconduct in 
connection with the employment will 
cause an extended waiting period of 7 
weeks to be imposed. 

If the claimant refuses other suit- 
able employment after becoming un- 
employed, he loses his unemployment 
insurance for as long as he remains 
unemployed. If he is not ready, will- 
ing, and able to work, the benefit 
claimant may not legally receive un- 
employment insurance. Loss of em- 
ployment due to a labor controversy 
in the place of employment will hold 
up benefits for 7 weeks or the end of 
the dispute, whichever period of time 
passes first. 

(Continued on page 738) 
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(Continued from page 733) 


$5,000, except for the year the final 
instalment is collected. [For that year 
the deduction must be prorated to the 
period from the beginning of the tax- 
able year to the date of receipt of the 
final instalment, at which time the 
unincorporated business is terminated. 

Under Section 386e of the Tax Law 
a taxpayer may claim a deduction for 
personal services of the taxpayer. The 
ruling however states that no such de- 
duction may generally be claimed dur- 
ing the period of liquidation, since 
there is little or no service rendered 
by the taxpayer in the collection of 
instalments. 


Sale of a Partnership Interest 


One of our members would like to 
know if a partnership interest is a 
capital asset. He notes that it is so 
treated under federal law and that a 
sale would result in a capital gain or 
loss except where appreciated inven- 
tory is involved. 
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Under Section 350.12, any property 
held by a taxpayer is a capital asset 
with certain enumerated exceptions. A 
partnership interest is property and it 
is not among the enumerated excep- 
tions. The sale of such an interest 
would therefore be considered to be a 
sale of a capital asset. The restrictions 
introduced by the 1954 Code with re- 
spect to unrealized receivables and sub- 
stantially appreciated inventory have 
not been made a part of the New York 
law. 

It should be noted that the sale of 
a going business is not to be treated 
as a unit. Gain or loss with respect 
to each asset must be computed sepa- 
rately, The sale of capital assets such 
as good-will and receivables will re- 
sult in capital gains or capital losses. 
Gain or loss resulting from the sale 
of non-capital assets such as inventory, 
land and depreciable property used in 
the business will be treated as ordinary 
income, 
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Office and Staff Management 


A forum for the exchange of views and information on all 
aspects of the administration of an accounting practice. 
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Conducted by Max Btock, C.P.A. 


Omission of Cents in Statements 
and Tax Returns 


The sense of omitting cents in finan- 
cial statements as well as in tax re- 
turns, where permissible, has a dual 
basis. First, the reader of a financial 
statement has no interest in the cents 
and they just tag along. In any com- 
parative analysis the cents are ignored 
because of their insignificance. Sec- 
ond, a very substantial saving in time 
will be achieved in the typing and 
proofreading operations. Savings may 
easily range from 15 to 30%. Con- 
sider what this means in relieving 
typing congestion and in expediting 
reports to clients. It can overcome, 
in some measure, the shortage of sta- 
tistical typists. 

Staff men may continue dealing 
with cents on schedules and work- 
sheets, and even on their statement 
drafts, to help balance and prove 
their figures. The typists, neverthe- 
less, need not copy cents. This trend 
should eventually lead to the “round- 
ing out” of dollars in statements in- 
tended for operational guidance. 
Moreover, “centsless bookkeeping” 





Max Brock, C.P.A. (N. Y., Pa.) 
is a former chairman of the 
Committee on Administration of 
Accountants’ Practice of the New 
York State Society of Certified 
Public Accountants. He is a lecturer 
at The City College of New York 
in the graduate course on Account- 
ing Practice. Mr. Block is a mem- 
ber of the firm of Anchin, Block & 
Anchin. 
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may get an impetus from the growing 
use of centsless statements. 


Accountants who have begun to omit 
cents from financial statements have, 
so far as is known to this writer, 
experienced no adverse reaction from 
clients or credit executives. 

The Commissioner of Internal Rev- 
enue has approved centsless tax re- 
turns. This is also a boon to the 
typing department where tax returns 
are typed. See T.D. 6142 for details. 
Tax return instructions also carry 
references to the omission of cents. 


Mingling Interim and 
Annual Audits 


In a recent column there was a dis- 
cussion of the problem encountered 
in practices that contain many interim 
(monthly, bi-monthly and quarterly) 
audits and some annual audits. The 
difficulty arises where staff are fully 
assigned to interim audits and the an- 
nual engagements, requiring consider- 
able man-days of time, must be fitted 
in. One method of dealing with that 
problem was described, namely the use 
of an annual audit crew, where it is 
practical. 

Several corespondents have submit- 
ted their methods of dealing with this 
situation. One wrote that his staff 
usually has some extra manpower, and 
that the excess is used to take care of 
annual audits. 

At a recent meeting of accountants’ 
office managers the matter was dis- 
cussed briefly. There it was ascer- 
tained that some accountants absorb 
annual audits by delaying interim 
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audits and, in instances, make two in- 
terim audits at one time. None, how- 
ever, were happy about conditions 
created by the deferments but appar- 
ently they had no alternative. 


Disaster Losses and Loans 


Accountants may be able to ren- 
der a vital service to clients who have 
suffered substantial losses in the recent 
hurricanes and floods by advising them 
of the availability of disaster loans 
from the federal Small Business Ad- 
ministration, and helping to obtain 
them. Various states have also set up 
agencies to aid in the reconstruction 
of damaged areas. 

Disaster loans are obtainable, as a 
rule, only where other sources of cre- 
dit for this purpose are unavailable. 
Since such loans should be of a long 
term nature it is likely that they can- 
not, in many instances, be obtained 
from commercial banks, or from other 
sources at reasonable interest rates. It 
may be sound advice to clients to sug- 
gest that they make disaster loans for 
reconstruction rather than run the risk 
of a dangerous depletion of their own 
liquid funds—if such advice is not 
belated. 


Clients should be advised of the 


Treasury Department’s rules as to the 
determination of losses, and the prob- 
lems that will be encountered in fur- 
nishing acceptable evidence of the 
character and amount of loss suffered, 
Reference should be made, most 
pointedly, to the fact that reconstruc- 
tion of realty and other property, that 
goes beyond replacement of damage 
and which results in an actual improve- 
ment of the property, or which elimin- 
ates prior depreciation accumulations, 
may not necessarily be allowable as 
a loss er expense deduction. Do not 
wait until the tax return is to be pre- 
pared, or examined, to advise clients 
on this score, wherever the condition 
exists; do it in advance. 


Delinquency Penalty Voided 
Where Due to Accountant’s 
“Pressures,” in Part 


Do not fail to read Oscar Olson 
(TC Memo 1955-222) to learn about 
a situation where, though an exten- 
sion of time had not been received, 
delinquency was nevertheless excused 
because the taxpayer was able to es- 
tablish that the delay was due to in- 
ventory-taking difficulties and the 
pressure of personal business on his 
accountant. 
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(Continued from page 736) 


Special Note Re: Fees at Unemploy- 
ment Insurance Hearings 


Attention is directed to Section 538 
of the New York State Unemploy- 
ment Insurance Law which provides: 


ce 


In any proceeding under this 
article a party may be represented by 
an agent, but no fees for services ren- 
dered by such agent shall be allowable 
or payable unless such agent is an 
attorney and counsellor at law. 
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Krassner, Albert—August; p. 455 
Examination of Financial Statements in Connection 
with the Purchase of Real Estate 
Ratner, Morris—October; p. 572 
Interim Audits vs. Monthly Audits 
Fischgrund, Herbert B.—June; p. 329 
Internal Audit as an Aid to External Audit 
Willson, Robert H.—October; p. 590 
Problems of Interim Audits from the Accountant's 
Viewpoint 
Mazursky, Leon—June; p. 333 


BUDGETS 

Budgetary Controls 
Basson, M. B.—NMarch; p. 167 

Partial Budgetary Control Applications in Small Business 
Elliott, Norman J.—June; p. 337 


COMMITTEE ACTIVITIES 

Committee on Arbitration and Labor-Management 
April; p. 256 

Committee on Cooperation with Bankers 
March; p. 187 

Committee on Education and Personnal 
September; p. 

Committee on State Taxation 
November; p. 663 


CORRESPONDENCE 

Computation of the New York State Franchise Tax 
under the Alternative Method based upon Officers’ 
Compensation, where Contributions Exceed the Maxi- 
mum Allowed by the Federal Statute 

Liss, George M.—March; p. 191 

Propriety of Practitioner's Use of Outside Organizations 
for Reproduction of Clients’ Tax Returns——February; 
p. 119 


COST ACCOUNTING 


Practical Cost Controls—How They Can Help Manage- 
ment Improve Profits 


Block, Max—June; p. 343 
FEDERAL TAXES 


The Anchin Case: Its Legal Implications for Account- 
ants in Tax Wor 
Aranow, Edward Ross—October; p. 579 
Bad Debt Treatment of Stockholders’ Loans to Closely- 
Held Corporations 
Bakst, Allan A.—January; p. 51 
The Percentage-Squared Method (A Computational 
Simplification of the Sum-of-the-years’-Digits Meth- 
od) 
Conrad, Morton §.—September; p. 528 
Professional Comment (Question in Federal Tax Re- 
turns about Payment for Assistance)——February; p. 
118 
Significant Income Tax Rulings and Decisions of 1954 
Schlosser, Jack—February; p. 
The Supreme Court Revisits Net Worth 
Kostelanetz, Boris—-April; p. 232 
Tax Aspects of Exempt Organizations 
Wasser, Max—July; p. 407 
What Did Mr. Agran Do? 
Eaton, Marquis G.—August; p. 480 


HISTORY 


The First Woman C.P.A. 
The Committee on History—August; p. 476 


Robert H. Montgomery, C.P.H. 
The Committee on History—September; p. 533 


MISCELLANEOUS 


College Accounting and Auditing Requirements for 
Accreditation 


Puffer, Claude E.—July; p. 400 
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Employee Relations in Public Accountancy 
Half, Robert—-November; p. 629 
Extension of 1951 Renegotiation Act 
Summa, Don J.—December; p. 700 
Government's Challenge to the Profession 
Campbell, Joseph-—July; p. 
How Students View Internship Programs 
Comer, Robert W.—October; p. 595 
Last Year in Review 
Seidman, J. S.—September; p. 515 
The Next Fifty Years 
Stans, Maurice H.—January; p. 18 
Take Your Eyes Into Account 
Gartner, Samuel—April; p. 212 


NEW YORK CITY TAXES 


New York City’s New Allocation Formula for the 
General Business Tax 
Cook, Paul W.—May; p. 285 


NEW YORK STATE TAXES 


New York State Tax Forum (A Department) 
Harrow, Benjamin (Conducted by) 


January; p. 60 
February; p. 120 
March; p. 173 
April; p. 240 
May; p. 300 
June; p. 366 
July; p. 428 
August; p. 487 
September; p. 538 
October; p. 599 
November; p. 670 
December; p. 733 
New York State Tax Pitfalls in Federal Tax Planning 
in the Light of the Federal IRC of 1954 
Dworkin, Albert R.—April; p. 208 
Recommendations for Changes in the New York State 
Tax Laws 
Committee on State Taxation—November; p. 663 


OFFICIAL DECISIONS AND RELEASES 
Accounting for International Trade and Investment 
April; p. 253 
Accounting Research Bulletin No. 44 
balance Depreciation; October, 1954) 
Committee on Accounting Procedure (A.1.A.)— 
January; p. 


(Declining - 


Accounting Terminology Bulletin No. 2 (Proceeds, 
Revenue, Income, Profit and Earnings; March, 1955) 
Committee on Terminology (A.1.A.)—April; p. 
25 
Awards for Superior Scholarship in Accounting Studies. 
Announcement of the New 1955-1956 (Revised) 
Program Names of Winners—1954-1955 Program 
September; p. 55 
Board of Nominations: The Accounting Hall of Fame 
at the Ohio State University 
October; p. 568 
Decision of the United States Court of Appeals (2nd 
Circuit) in C.J.T. Financial Corporation V. Patrick 
W. R. Glover, et al. 
July; p. 436 
Generally Accepted Auditing Standards 
Committee on Auditing Procedure (A.I.A.) 
November; p. 651 (reprint, part 1) 
December; p. 722 (reprint, part 2) 
Joint Statement on Competitive Bidding for Audit 
Service to Governmental Agencies 
May; p. 310 


Recommendations for Changes in the New York State 
Tax Laws 
Committee on State Tax Taxation—November; 


p. 
Reproduction of New York State Tax Returns 
January; p. 70 
Statements on Auditing Procedure No. 25 (Events 
Subsequent to the Date of Financial Statements; 
October, 1954) 
Committee on Auditing Procedure 
February; p. 129 
Twentieth Annual Report of the Securities and Ex. 
change Commission (Fiscal Year Ended June 30, 
1954), Accounting and Auditing Activities 
April; p. 252 
PAYROLL TAXES 
Payroll Tax Notes (A Department) 
Ress, Samuel S. (Conducted by) 
January; p. 68 
February; p. 128 


March; p. 185 
April; p. 250 


(A.LA.)— 


May; p. 309 
June; p. 374 
July; p. 434 


August; p. 494 
September; p. 547 
October; p. 605 
November; p. 672 
December; p. 734 


PRESIDENT’S PAGE 


The President’s Page 
Seidman, 
January; p. 17 (The Magazine's 25th Birthday) 
February; p. 87 (Tax Practice) 
March; p. 153 (Civic and Political Relations) 
April; p. 207 (Tax Repeal of Accounting Pro- 
visions) 
May: p. 269 (Valedictory) 
Caffyn, Harold R. 
June; p. 327 (Looking Ahead, 1955-56) 
July; p. 387 (On Whom Lies the Burden of 
Proof ) 
August; p. 453 (Our Largest Committee) 
September; p. 513 (The Challenge of Minus 50 
Percent) 
October; p. 571 (Picking Up the Challenge) 
November; p. 623 (Guest Column, by Harold P. 
C. Howe) 
December; p. 699 (The Well Rounded C.P.A.) 


REPORTS ON AUDIT 


An Analysis of the Results of the A.I.A. Survey of 
Audit Reports Submitted to Banks 
Getz, Joseph—March; p. 154 


SECURITIES AND EXCHANGE 
COMMISSION 


Accounting at the S.E.C. (A Department) 
Rappaport, Louis H. (Conducted by) 


January; p. 64 
February; p. 123 
March; p. 179 
April; p. 245 
May: p. 305 


October; p. 602 
Twentieth Annual Report of the S.E.C. (Fiscal Year 
Ended June 30, 1954), Accounting and Auditing 
Activities 
April; p. 252 
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State INDEX — Book Reviews 








Der; 
Title Author Reviewer Page 
Accountants’ Index (Eleventh Supplement) Prepared under the supervi- be 614 
J sion “, Katherine I. Mich- 
be elsen, Librarian 
i. Accounting Trends and Techniques _ in Research Department of the > 146 
ee Published Corporate Annual Reports A.LA, 
(Eighth Edition, 1954) 
Ex. The American Legal System Lewis Mayers George C. Thompson 318 
30, The Art of Speaking Made Simple William R. Gondin, Ph.D., George L. Marks _ 82 
and Edward W. Mammen, = - 
Ph.D 
Business Budgeting and Control J. Brooks Heckert and James D. W.. Foley 502 - 
D. Willson 
Business Tax Guide (Fifth Edition) J. K. Lasser Tax Institute Joshua Wachtel 12 
College and University Business Admini- The National Committee on Bernard Barnett 562 
stration (Volume II) the Preparation of a Manual 
on College and University 
Business Administration 
Company Experience in Improving Office Office Management Series - 506 
Administration No. 137, A.M.A., 
Corporation Accounts and Statements William A. Paton and Wendell P. Trumbull 686 
William A. Paton, Jr. 
A Cost Accounting Manual for Frozen Committee of Industry Rep- Michael Schiff 381 
Food Packers resentatives of the National 
ssociation of Frozen Food 
Packers 
Credit Management Year Book 1955-1956 Credit Management Division Hedwig Reinhardt 619 
(Vol. 22) of the National Retail Dry 
Goods Association 
Depreciation (Revised Printing) Eugene L. Grant and Paul J. A. Dowling 321 
ay) T. Norton 
Economie Accounting John P. Powelson Richard J.L. Herson 558 
4 Electronic Data Processing in Industry: A American Management Asso- bs 565 
5 Case Book of Management Experience, ciation 
Special Report No. 3 
Electronics eens: A Descriptive Herbert F. Klingman, - 565 
Reference Guide Editor 
of Examination of Insurance Companies, Prepared under the direction Edward J. Mallon 445 
Volumes 5 and 6 of Adelbert G. Straub, Jr. 
50 Fundamentals of Auditing R. K. Mautz Benjamin Neuwirth 198 
Handbook of Accounting Methods (Second Edited by J. K. Lasser Stanley B. Tunick 11 
) Edition) 

P Handbook of Auditing Methods Edited by J. K. Lasser Leo Rosenblum 80 
A) Handbook of Modern Accounting Theory Edited by Morton Backer Philip M. Piaker 142 
; How to Save Estate and Gift Taxes J. K. Lasser Tax Institute Fred Linden 260 

and Ralph Wallace 

of Industrial Accountant’s Handbook Edited by Wyman P. Fiske Michael Schiff 8 

Information for CPA Candidates American Institute of <Ac- * ll 
countants 
Lasser’s Tax Planning for Real Estate J. K. Lasser Tax Institute Morton Geller 617 
The Law of Accounting George S. Hills Leo Rosenblum 319 
Manual of Cost Finding Principles for the The American Hot Dip Gal- Max Block 78 
Hot Dip Galvanizing Industry vanizers Association, Inc. 
The Money Market and Its Implications Marcus Nadler, Sipa Heller, Sol. S. Buchalter 690 
and Samuel S. Shipman 
Municipal and Governmental Accounting Irving Tenner Ernest W. Carr 261 
(Third Edition) 
New Rapid Tax Depreciation: How to Use Willard F. Stanley Roger Hackney 201 
It Profitably 
1954-1955 Cumulative Supplement to Tax Charles B. Bayly, Jr. * 265 
Manual for Divorce and Separation 
reat 1955 Income Tax Guide S. Jay Lasser Sol S. Buchalter 201 
ing grist iting Results of Department and Spe- Malcolm P. McNair Leonard Price 504 
ialty Stores in 1954 
“es ating Results of Limited Price Variety Lawrence R. Robinson Leonard Price 562 
Chains in 1954 
Practical Distribution Cost Analysis Donald R. Longman and John J. W. Neuner 322 


Michael Schiff 
Procedure and Practice Before The Tax Edited by the CCH Editorial Samuel A. Dyckman 616 
Court of the United States (15th Edition) Staff 
Proceedings of the New York University Edited by Henry Sellin * 265 
Thirteenth Annual Institute on Federal 
Taxation (November 3-12, 1954) 
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Purchasing Procedure for Local Govern- Joseph M. Cunningham Max Zimering 


ments (No. 10) 

Estate Transactions Under 1954 Code Editorial Staff, Commerce ° 
Clearing House 

The Society of Business Ad- Herbert Arkin 
visory Professions 


Real 


The Role of Sampling Data as Evidence in 
Judicial and Administrative Proceedings 
(Current Business Studies No. 19) 

The Rubel System of Accounting Manage- Ira W. Rubel 
ment and Office Procedures for Advertis- 
ing Agencies (Vol. i 


George N. Farrand 


Searchlight on Office Control Office Management Series 
8, A, A. 


No. 13 

Seidman’s Legislative History of Federal J. S. Seidman 
Income and Excess Profits Tax Laws, : 
Volume I and Il 


Taxation of Oil and Gas Income 


Mark E. Richardson 


Clark W. Breeding and Bernard Barnett 
A. Gordon Burton 
Special Report No. 4, A.M.A. 


Tested Approaches to Cutting Production / 
Costs 
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